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THE CALL' 



Chicago, 111., April 13, 1521. 

Dear Sir: 

The American Farm Bureau Federation has been called upon at various 
times to offer suggestions and plans for the formation of co-operative milk 
and dairy products marketing associations. We have also been called upon 
through our state organizations to assist in lining up unorganized territory < 
in order to strengthen existing organizations. 

It is the desire of the American Farm Bureau Federation to render 
the greatest assistance to the existing Dairy Products Marketing Asso- 
ciations and also be of service to the unorganized territory. 

A "call" is hereby issued for a Dairy Products Marketing Conference 
to be held at the Congress Hotel, Chicago, Illinois, at 10:00 A. M., May 3rd 
and 4th. Your organization is cordially invited to send one official delegate- 
who shovild bear proper credentials showing that he is authorized to vote 
on any matters that the delegates attending the Conference may desire to 
take action on. 

A program has been arranged which we feel sure will prove of the 
utmost value to those attending whether they come from territory already 
organized or from unorganized territory. The general subjects which will 
be discussed are as follows: 

1. Present methods of marketing dairy products. 

2. Probleins of existing dairy marketing organizations. 

3. Plans for unorganized territory. 

The first day of the Conference will be given over entirely to fifteen 
minute reports by delegates from eight of the marketing organizations now 
operating in the larger cities and from seven of the marketing associations 
now operating in cities with less than 75,000 population. Fifteen minutes 
will be allowed, following each report, during which time delegates will 
have an opportunity to discuss various features of the report which are of 
special interest. During the second day, the discussion will center around 
plans for unorganized territory; the co-operative marketing of butter and 
cheese and methods of disposing of skim milk and whey. 

I trust your organization will find it possible to send an official delegate 
to this Conference as we desire to have it truly representative of the dairy 
interests of the entire country. 

Yours very truly, 

AMERICAN FARM BUREAU FEDERATION, 

J. R. Howard, President. 



REPORT OF 

National Dairy Marketing Conference 



The National Dairy Marketing Conference was called to order at 10:10 
A. M., May 3, 1921, by J. W. Coverdale, secretary of the American Farm 
Bureau Federation. 

Chairman Coverdale: The American Farm Bureau Federation has been 
called upon to offer suggestions and plans for the formation of co-operative 
milk and other dairy products' marketing associations. We have also been 
called upon through our state organizations to assist in lining up unorgan- 
ized territory in order to strengthen existing organizations. 

It is the desire of the American Farm Bureau Federation to render 
the greatest assistance to the existing Dairy Products' Marketing Associa- 
tions and also to be of service to the unorganized territory, and it is with 
that end in view that this meeting has been called. 

We hope you have come to this meeting clothed with the proper 
authority to speak for your organizations and to act for them in these 
deliberations. 

A program has been arranged which we feel sure will prove of the 
utmost value to you whether you come from territory already organized 
or from unorganized territory. The general subjects which will be dis- 
cussed are as follows: 

1. Present Methods of Marketing Dairy Products. 

2. Problems of Existing Dairy Marketing Organizations. 

3. Plans for Unorganized Territory. 

The first day of the conference will be given over entirely to fifteen 
minute reports by delegates from eight of the marketing organizations now 
operating in the larger cities and from seven of the marketing associations 
now operating in the cities with less than 75,000 population. Fifteen min- 
utes will be allowed following each report, during which time delegates will 
have an opportunity to discuss various features of the report which are 
of special interest. During the second day, the discussion will center 
around plans for unorganized territory, the co-operative marketing of 
butter and cheese, and methods of disposing of skim milk and whey. Let 
tfs^try to confine our"remarks directly on the subject for discussion, and 
if time permits, every marketing plan represented at this meeting will 
be heard. 

For the purpose of concentrating the reports and discussions of this 
meeting so that they should be of the most benefit to those contemplating 
forming marketing associations in unorganized territory, we sent to each 
organization the following, and trust it may act as a guide to the meeting: 

1. Outline of your organization-; also stating whether stock or non- 
stock. 

2. Date when organization was formed; original number of members, 
present number of members. 

3. Amount of capital or dues subscribed by each member. 

4. Other methods of financing used by your association. 

5. Extent of control by central organization over local units. 

6. Number of local units and how organized. 

7. Number of plants and factories, local and city, operated by your 
organization. 

8. Character of operations conducted in plants and factories. 

9. Methods used in pro-rating expenses of different operations. 

10. Approximate average cost of marketing 100 pounds of milk in 
1920. 

11. Volume of business handled in 1920. 

12. Methods used in determining prices to be paid by distributors. 

13. Methods used in determining prices to be paid to producers. 

14. Differentials allowed for different grades of milk and on account 
of distance of shipment. 

15. Time and method of settlement with producers and distributors. 

16. Methods of grading raw product and how tests are conducted. 

17. Methods used in routing milk from producer to distributor. 



18. Methods of handling surplus milk. 

19. Essential features of. contracts, by-laws and char-ter. 

20. Revisions of original policies of organization made necessary tor 
successful operation. . . , 

The machinery of the American Farm Bureau Federation is at the 
service of the Dairv Interests if you will but guide the way. _ We are not 
here to dictate the policies or summarize this meeting. It iS yours, and 
we hope that you will work out some plan by which we can assist in 
developing a milk marketing plan for unorganized territory, and to assist 
in making the organizations, already in existence, stronger. 

You may follow this outline or ignore it, if you wish. _ However, we 
believe that if you follow it carefully the report of this Convention 
will be worth a great deal to territories wishing to complete organizations: 

And it was with that statement in view that President Howard called 
this conference. 

Now, gentlemen, the conference is yours and I presume in order to 
conduct the meeting it will be necessary for you to elect a chairman of 
your meeting. Who will you have for your chairman? 

Mr. Leonard: I wish to nominate Mr. Coverdale to continue as per- 
manent chairman of the meeting. 

(Mr. Leonard assumes the chair temporarily.) 

Chairman Leonard: I will put the motion. Are there any other nomi- 
nations? If not, all in favor signify by saying "Aye". 

Carried. 

Chairman Coverdale: Mr. Leonard and Gentlemeh, I thank you for 
that compliment. I am not a presiding officer, but with your assistance I 
will do the best I can. In opening our meeting this morning we have 
prepared a sort of program and we are not sure whether all the organi- 
zations are represented here or not. We will call upon some of those who 
we know are here; perhaps the others will come in a little later. I shall 
ask C. H. Gustafson, director of the' Department of Co-operative Marketing 
of the American Farm Bureau Federation, to make a statement at this 
time. 

Mr. Gustafson: Mr. Chairman and Fellow Farmers: I guess that is 
what most of you are. I guess I am a little rusty on this milk and dairy 
business. However, I did milk the cows from the time I was six years 
old up to three years ago when I got too busy with the farm organization 
work. I know something about filling the milk pail. 

I at one time had the pleasure of organizing a co-operative creamery 
and was president of it for several years. A year ag6 I had the pleasure 
to assist in organizing a, milk producers' co-operative association and acted 
on the board of directors until last January,, when I found that I did not 
have time to help out any more. At the present time I am a member of 
the state dairymen's association of my home state, but even with that 
experience, I am quite rusty on the problems that are confronting you men. 
However, there are a few things in this co-operative movement that 
are fundamental and apply to all sorts of commodities and all sorts of 
organizations. It is queer how this word "co-operation" has taken hold of 
the American people. I believe you hear that word more than anything 
else now. You hear it in church and you hear it on the street and the 
farmers are talking about it all the time. And I am mighty glad that that 
is the condition, that the American people have given as much thought to 
the idea of co-operation as they have. I suppose it is a waste of time to 
point out the unsatisfactory condition that the producers of all sorts of life 
necessities are confronted with at the present time. We all know it so 
well. It applies to all of us. It applies to the grain dealers and grain 
producers, cotton producers, to tobacco producers, the meat producers and 
the milk producers, and the fruit producers and everybody else, and very 
seldom, if ever, do we find anyone that is satisfied with conditions at the 
present time. 

The present system of marketing is out of date so far as the producer 
is concerned and very much so as far as the consumer is concerned. 

Then the question arises, what can we_ do to change these conditions? 
And I am so glad to know that the American people have kept their feet 
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on the ground and gone into this thing in an American spirit, in a sane 
way, by organizing themselves for the handling of their products in a more 
economical wa.y, not by asking for favors or special privileges of any kind, 
and not by asking for appropriation of public money, but by getting together 
and putting their own brains and their own money behind these different 
endeavors. Any organization that goes at it in that way is going to win. 

Co-operation is no longer an experiment. In the United States, many 
of you are members of organizations that have been very successful. It 
has been my pleasure to be connected with several of them, and I have 
helped to develop several of them that are quite successful. So when some 
of these old time organizations and commercial institutions tell us farmers 
that we can't do this I want to say that they are mistaken. 

I recall for instance, in our hearing on the grain question, that one 
of the biggest grain men in the United States, grain dealers, said, "You 
farmers are all right as far as the local elevator is concerned, but beyond 
that you don't know anything about it and you can't handle it." Of 
course, that statement was not very kindly received by the farmers and the 
farmers resented it, and it was a bad statement to make because the farmers 
have fully demonstrated that they can go beyond their local organization 
and be successful. 

I am glad to be able to say to you this morning that from our little live 
stock marketing association in Nebraska, I have a report just received, and 
for the three months of January, February and March of this year, we 
have saved in clear profit $56,900 on three months' business. I just cite 
that as an example that the farmers can co-operate and save money if they 
will get together and pull together and stick together. 

Now we know that we have a number of successful milk and cream 
and dairy organizations in the United States, but I take it that you are 
here today to learn from one another's experiences, to exchange views 
and experiences and profit by those exchanges, and if possible, get togethei- 
in a. national_ way. I think that is a step in the right direction, and I 
believe that is the purpose of calling this meeting, that we might get 
together in a national way and pull together on a much larger scale. The 
fact is that our co-operative institutions in many localities are becoming 
competitors instead of co-operators, and that is very unfortunate, and every 
effort should be made to eliminate that kind of competition, because that 
is not the right kind, and it will not do us any good. We ought to get 
together in a national way and understand one another as co-operators, 
and the different states, or districts or local organizations ought to get 
together on a uniform plan, if possible. 

Such a program has been worked out by the grain producers, as you 
are all familiar with, and an organization has been perfected whereby we 
expect to unite into one national system, these many thousands of local 
organizations, and the many different state and district organizations. 

Now, I don't know how you are going to approach this, and I do not 
know whether it is safe for me to make any suggestions along that line. 
However, I want to say that the present policy of the American Farm 
Bureau Federation, of appointing committees, or having committees 
appointed to give these different systems and organizations an opportunity 
to study carefully and scientifically the many different angles of the work, 
and get together, I believe is a good idea. 

I don't know what you men will think about that, but it has proven 
very successful so far as we have gone along that line. You know we 
think a good deal of our local and state and our district organizations, 
and we sometimes feel that we have just a little bit better organization 
than the other fellow, and maybe_ in some cases that is true. But what 
we want to do is to get together in a national way on different things, if 
we are going to get the best there is in co-operation. 

I only want to say this, in behalf of the American Farm Bureau Feder- 
ation, that it does not wish in any way to dictate to the farmers of 
America. It is a service organization and the services are yours by calling 
for them. We will be only too glad to serve in any way that we can to 
help out. We do not wish to dictate in any manner, and personally I 
believe that is a good idea. The American farmer, I don't care where he 



is, has a certain amount of independence, and he feels more or less in?e" 
pendent, and he doesn't like to be dictated to or driven, but he does like 
to avail himself of service if the service can be had. The only trouDle 
with us as farmers in the past has been that we have been a little too 
independent with one another. That is about the only fellow that we 
have been independent with, everybody else we have been subjected to, 
but our own fellow farmers, in the same condition and same plight as we 
are, of those we have been independent. There has been too much of that. 
This co-operative idea is getting a lot of that out of us, and we are begin- 
ning to realize that we must work along together, if we are to get any- 
where. My definition of co-operation is, "Two or more people doing the 
same thing at the same time in the same way for the same purpose." When 
we get a lot of fellows in co-operative movement, into the co-operative 
work, it works out in another way, and it behooves us to use care and 
caution that we do everything right, and every step is taken in the right 
direction. If we do that I am absolutely convinced that the co-operative 
idea is going to do a lot of good for the American farmers, and ultimately 
is going to win. 

A Resolution Committee to be appointed by Chairman Coverdale was 
duly authorized by vote of the Convention. 

Member: Mr. Chairman, I move that the present chairman appoint 
a committee, a Resolutions Committee, consisting of five members — would 
that be too many, or three — five members? 

Seconded. 

Chairman Coverdale: It has been moved and seconded that the chair 
appoint a Resolutions Committee of five members. Are you ready for the 
question? All in favor make known by saying "Aye". 

Carried. 

Chairman Coverdale: Now, I will think that over while the next 
speaker is talking and report later. 

We will now proceed with the opening up of the study of the Dairy 
Associations, and we will ask Mr. H. R. Leonard, of the Twin City Milk 
Producers Organization, to report for his organization. 

THE TWIN CITIES PLAN 
By H. R. Leonard 

Mr. Leonard: Mr. Chairman, Fellow Milk Producers: There is only 
one reason that I can think of for selecting our organization to head the 
program, and that is that we are one of the smallest. They probably 
wanted to pick on one of the little fellows to start things. 

The Twin City Milk Producers Association, as most of you know, is 
an organization composed of 3,400 farmers living in the vicinity of St. Paul 
and Minneapolis. The organization was started on September 1st, 1916, 
and came into existance for the same reasons that practically every suc- 
cessful organization has come into existence, and that is, that marketing 
conditions in our territory became unbearable. 

It is fitting that this organization should be represented on this pro- 
gram in one way, and that is, that it was the Farm Bureau of Minnesota 
that is responsible for the. producers coming together and forming an 
organization. 

There were four county agents in territories surrounding the cities 
who realized that the greatest work that they could possibly do for the 
farmers in their county was to organize them as a Milk Producers Asso- 
ciation. Our friend, Mr. Pollock, who is Assistant Secretary here, was 
one of those men, and I had the pleasure of being one of the four. Mr. 
Kirkpatrick and Mr. Krum were the others. 

We held meetings extending over a period of six months before we 
called the organization meeting. To recite the history: The dealers would tell 
the Woodbury farmers that they did not- care for hauled milk, because it 
was so hard to haul it over the roads in the winter time, and so on. Then 
they would go to Northfield and tell the other farmers there that they 
did not care about shipped milk because they could get all the hauled milk 
they wanted from the other districts. ' 
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Before the original organization was formed, Mr. Kirkpatrick, the 
County Agent in Hennepin County, called a meeting of Hennepin County 
farmers, and at this meeting the farmers met with the dealers. At this 
meeting they asked the representative of the dealers what he would do in 
the way of giving us better treatment, in the way of weights, better treat- 
ment in taking care of the surplus milk and in tests and in general condi- 
tions. He said finally, "You have about 150 men represented here. When 
you come back representing 2,000 men, we will talk to you." 

They took him at his word and six months later they came back with 
about 2,500 men organized through the efforts of the county agents, and 
of course all other dairy interests in Minnesota. 

The State University lent its aid in many ways and everybody co-pper- 
ated. 

Now to outline briefly the way we are organized. We are a stock 
organization operating under the Co-operative Law of Minnesota. We 
started originally on the basis of $1.00 a share, asking each farmer to take 
one share for each four cows. There were a number of co-operative 
creameries in the vicinity of the Twin Cities, and after taking the first six 
months in studying other organizations, our officers decided to rent these 
creameries, and to have each of the individual members of the smaller units 
join the large unit. The association took over the management of these 
six or seven creameries. We had a total capital stock of $7,000 on the 
$1.00 a share plan. 

A year ago, after operating for the time since 1916, the people who 
owned these local plants said the time had come when we did not want 
further to be composed of distinct groups. They wanted the central organ- 
ization to own these factories, and in order to do that we had to have 
more money. Our capital stock was raised from $50,000 to $500,000, and 
the value of a share from $1.00 to $50.00. The old original shares, because 
of the sinking fund which had accumulated were paid out at $6.50 a share. 
One peculiar thing was that when we started the farmers did not have 
many cows at $1.00 for each four cows. But when they got $6.50 back for 
each dollar they put in, they scratched their heads and wished they had 
had more. This merely shows that at the time it started the association was 
an experiment and everybody was afraid to put in a dollar. 

We have 54 local units. They consist pf a group of farmers, whether 
it happens to be 25 or 200, who naturally come together at a center. Mem- 
bers meet before the annual meeting in each local and nominate a director. 
The Annual Meeting is held in December of each year and at this meeting 
the chairman of the meeting asks for the nomination from each local. 
These locals are not a legal part of our organization but they are a very 
essential working part. The men nominated by the local in every case are 
elected by the entire body of stockholders as directors, the election being 
rather a formality. These 54 directors, who must all be farmers and milk 
producers, representing their locals, choose from their body five officers: 
who are in direct charge of the organization. Necessarily being first 
directors, these five officers must be milk producers, farmers and stock- 
holders in the organization, and well enough thought of in their local to 
be elected a director. 

The five officers constitute an executive comfnittee which meets every 
Monday unless conditions are such that, as occasionally happens, they can 
skip a few meetings. But as a rule the directors meet every Monday. 
The entire directorate meets every three months, coming at their own 
expense, without pay. Practically all come to the meeting. They are 
intensely interested and very enthusiastic and there is no difficulty at all 
in holding them together. Nothing of importance is done without a vote 
of the entire directorate, and I think that every vote that we have ever 
had on an important step has been unanimous. 

An important feature of our organization is our country plants and 
method of handling the surplus. That was the big proposition that con- 
fronted us when we first organized. In our locality there is a great deal 
of milk, especially when we didn't want it at this season of the year. We 
have 75 to 150 cheese factories within 60 miles of the Twin Cities and right 
at the present time there is at least four times as much milk within a 
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radius of 75 miles as the cities can possibly use, which gives us an extremely 
large surplus. Our members produced about 7,000,000 pounds of milk in 
November and about 15,000,000 pounds in June. You will see we have 
over twice the milk this June that we had in November, and necessarily 
there is -a big surplus problem. 

The way we operate is to have certain loads within a radms of 25 miles 
go to the distributor every day. By the way we do not retail any milk in 
the Twin Cities. We afe trying out a little distributing plant in North- 
field, one of the towns where we have a plant, and are running two wagons 
there, and we made $400.00 on the two wagons last month, so we feel we 
could run a distributing business on a large scale if we had to. But that 
is a little laboratory where we are practicing. Our main business is to 
sell the distributors of the Twin Cities, and we are selling them at least 
75 per cent of the milk handled in the two cities, and about one-half of 
the milk consumed in the cities comes in on the big trucks which go direct 
to the dealer's plant. 

One of the biggest fights we ever had was to get our own tests. Test- 
ing is a fundamental thing as, by cutting one point on the test it means 
5 cents per 100 pounds of milk, and it is an easy thing for a tester to slip 
and cut this 5 cents a hundred which means about $200.00 a day. One 
distributor in the city with whom we were having trouble over our tests 
was checked by the State Department, and on three consecutive times, 
when the State man was watching, he tested three points low. This when 
the State Inspector was looking on! We wondered how much he tested 
low when the inspector was not watching. This is a matter of record with 
the Minnesota State Department. We insist in our contract that our tests 
be accepted and our tests be made in the dealer's plant. We have five 
testers who rotate among the plants, and take a fresh milk sample of the 
patron's milk once a week. Their tester checks with him and any dispute 
is settled right there. In a few cases they called the office and we go down 
and' look over the tests. It is fundamental and we want to start right. 
We can't either one give in on a proposition like l;hat. Every drop of milk 
that we sell is sold on our own test. 

Fifty per cent of the milk goes direct to the dealer and the other SO 
per cent goes to our plant. We have 14 plants located within a radius 
of 40 miles of the city equipped to make both butter and cheese, with 
enough capacity by running long hours to handle every drop of the milk 
we sell, which at the present time amounts to about 13,000,000 pounds 
of milk a month. 

These plants range in value all the way from $4,000 to $100,000. We 
have one plant fully equipped for butter, cheese and powder, with a 
capacity of 100,000 pounds of milk to powder a day. We have two plants 
handling from 50,000 to 75,000 pounds a day and we can handle all of that 
in butter or cheese if necessary. We feel it is absolutely fundamental 
that we have plants in that territory to take care of all of the milk if 
necessary, and at least all of the surplus. 

That was one of the big arguments on cutting the price way down in 
tlie days before the organization. The dealers claimed they had such 
a surplus they could not pay much for the milk. They sent back a definite 
proportion as sour which was not sour when it reached the city. They 
got rid of it the quickest way possible and that was to put it on the train 
and send it back. Our check on a group of farmers showed that a definite 
portion came back to them as sour, and all of them were good producers 
who did not have sour milk. 

The question was asked in the outline, and I am not following that 
very closely — what the expense of handling the milk is. I can give you 
our figures on that. 

Our chief difficulty with our producers is that they insist on calling 
expense the difference between what we get from the distributors for 
milk and what we can- pay foi; milk. That is not expense, because we sell 
milk four or five different ways as you men all realize. Of our 13,000 000 
pounds last month, we handled 7,000,000 through the distributors and the 
rest was made into butter and cheese. We were not making any powder 
last month, and the milk which went into butter and cheese brought con- 
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siderably less than the $2.90 that we got from the distributor. What 
we actually received for the milk was $2.55, and the difference was not 
expense. It is just the average selling price and it is awfully hard to get 
the farmers to see that. Ojie of the reasons is that there are a few of 
the distributors who are trying, and have tried for four years, to defeat 
us, get us out_ of the way so they can go back to the old conditions and 
they will continue to pay the Twin Cities milk prices net. They will pay 
a farmer who will deliver his milk, not taking care of any surplus, not 
giving the service we do in the way of sanitation, inspection, or anything 
like that, and give him the same price. Our farmers have stood that 
mighty well. I have seen one distributor stand on the corner last year 
and offer the farmers 60 cents a hundred more to draw into his plant than 
they could get selling through the organization, and as far as I know, 
he did not get a single Association man. They all realize that is just bait, 
and if they bite the'y will go back to the old conditions again. 

I could tell you many interesting incidents, but I don't have the time. 
The expense we divide into three parts. There is the general expense, 
which includes our central office, and we handle every pound of milk our- 
selves, send the distributors a bill at the end of the month for the amount, 
and the test. Every pound of milk is billed through the office. Every bit 
of clerical work for these 14 factories is done in the central office. We 
have over 70 employees altogether. The general expense includes the 
testing department, of five men, sanitation department, which takes sedi- 
ment and acidity tests, three men, factory experts for cheese factories, 
factory experts for creameries, and of course my own salary, the executive 
committee and all overhead of that kind. The general expense for 1920 
was 8.7 cents per hundred pounds, or 2.S per cent of the amount paid the 
farmers. 

■The net expense is the station expense of running these 12 or 14 plants. 
That includes coal, salaries, oil, everything that goes into running a 
creamery or a cheese factory. i"hat costs on an average 9.22 cents or 
2.6 per cent. 

Then we have an item of station supplies, which includes cheese 
boxes, butter tubs, cheese bandages, salt, everything that goes into the 
manufacture of butter and cheese. That costs us on an average of 2.17 
cents per hundred pounds or .6 of 1 per cent. The total cost of handling 
milk through our plant and direct in every way for 1920, was 20.1 cents 
per hundred pounds or 5.7 per cent. 

We started out with the idea that we could run on 2 per cent and 
do our own testing and handle everything. We found that was absolutely 
impossible. One of the mistakes we made was to tell the farmers we 
could run on any such margin because in handling through our own plants, 
with our organization, it is impossible to do it on that kind of a basis. 
There is one principle that we have followed out which I feel is funda- 
mental in an organization of our type, and that is to tell the members 
everything. We get out a monthly bulletin and in this we prmt a com- 
plete statement giving just the figures I have given you here. When we 
first started there was a disposition not to put out all of that, as it might 
be used by our enemies to fight us, but we reached the conclusion long 
ago that we want to give everybody complete information and we do that 
through our bulletin. Anv farmer can come into the office at any tim^e 
and get a complete statement of how everything is handled, anybody s 
salary in fact anything he wants to know. There is no secret in our organ- 
ization We have a certified public accountant who goes over the books 
every three months and makes a certified statement of how things stand, 
and that is available for every member. I know, that our cost of handling 
seems high to a lot of you men, but you must remember we are differ- 
ently organized than handling organizations. We are running the cream- 
eries and cheese factories, we are testing every drop of milk, we are 
guaranteeing every account, we collect all the money we handle it as if 
we were a private organization, and we are handling 13,000,000 pounds of 
milk a month We carry over 4,000 accounts on our books. Every man 
has a different test, a different amount of milk, different hauling rate, 
deductions for butter, cheese and milk cans. We supply milk cans at 
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carload price, strainers and stirrers, so you can see the volume of work 
we have. We pay the milk accounts once a month, the 10th to the loth 
of the succeeding month. The cream accounts are paid twice a month. 
We take in sour cream and run co-operative creameries. 

We feel that the organization has been a benefit to producers, con- 
sumers and distributors, and in stating those three benefits I am gomg 
to close. 

We feel that for the producers we have built up an organization where 
they can deal on an equal footing with the other fellow. We do not feel 
that there could be any justice in dealing where one man, or one group 
of men organized, is dealing with 2,000 unorganized individuals. To be 
on an equal footing we must be organized. We are organized. We have 
an alternative. If we can't get together we now have an alternative. So 
many organizations have no alternative and it is a pretty poor bargain 
when you can't do anything but accept the other man's terms. That is 
one benefit to the producer. 

Another benefit is the price secured. Some of our farmers complained 
about the expense of our plants. We have $310,000 invested in plants and 
machinery, every cent paid, a good, big sinking fund. We are in a strong 
financial position as a co-operative organization and found lately if we 
wanted to borrow we could get all the money we needed up to $100,000 
on association notes. We know from our actual figures that last four 
months, comparing our figures with farmers situated 75 and 100 miles 
away, in unorganized territory, we saved enough to pay for every plant 
we own, and I have the figures to show that we saved that $400,0130 for 
our members in four months by having plants where we could put the 
surplus, when that dumping process started which you all know about. 
We are helping our members to produce better milk. It used to be that 
the State had one or two inspectors and the City had one and they went 
to the farmer with a badge and told them they, had rotten conditions and 
if the farmers did not kick them off the farm, they said what they thought 
when they left. We have our sanitary men who can talk to the farmers. 
They are trained to do that. We take a sediment pad and when we 
get a poor one, we approach the man as he should be approached, as the 
farmer's employee. The inspector talks to him in a way that causes the 
man to want him to come back again. I have never had a complaint of 
our sanitary men offending the farmer. A milking machine is the worst 
thing on earth for dirty milk if it is not taken care of. We have more 
trouble with that than anything else. 

We guarantee all accounts. We take care of all surplus and guarantee 
a market at all times. 

'As to the benefit to the consumer, in the first place they get a better 
price than they used to, although we get more. Why? Because news- 
papers can call now and find out what the price of wholesale milk is. It 
used to be that there were all kinds of prices being paid. When the public 
wanted to find out the price the farmers were getting, they called on the 
distributors and found they were paying various prices. Now there is one 
price. The Twin Cities milk price is recognized as the standard price. 
The public, the Women's Clubs, and City Councils can find out what the 
farmers are getting. They know what a fair margin is for the city dis- 
tributors and they keep that margin down where it is fair. We are getting 
11-cent milk now. That is the first benefit. 

The second is better milk. By having our own plants fully equipped 
with coolers and by having our ow^ trucks to bring it to the city quickly, 
we get in a much better supply. If I could show you the dirty looking 
sediment pads we got when we first started and the nice white pads now 
you would see we have done a service in getting better milk. We have 
more work done along this line by our own inspectors than all the inspectors 
of the State of Minnesota put together. 

Now for the dealers, they would say we were an unmigitated curse, I 
imagine. We have not reached that good fellowship standard which some 
of you have with your dealers. When it came to testing the milk, sending 
a man into their own weigh room, it hurt, but they are getting better all 
the time, and we are more experienced so we get along better all the time, 
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and we are selling them more milk every day, which shows that they believe 
in buying from us. ■ In the old days the most successful dealer was the 
one who could get 4 per cent or 6 per cent mill^, Jersey milk, the cheapest. 
The one who could cut the most on tests and weights and get by with it, 
and, in general, "get by" with the sharpest practices. In the old days it 
was a competition of wits among the buyers. Now they can sit back and 
make one contract with us. We guarantee to give them the milk which 
they want every day in the year with no surplus problem. They can call 
us at 10 o'clock in the morning for 10,000 pounds extra and we can get it 
to them by noon. They all pay alike It is a matter of business efficiency 
as to which one is going to exist. This depends now on efficiency in 
distribution and not on the unfair methods once used in buying. Several 
have told me recently that they would hate to go back to the old conditions 
where each one had to scramble for his supply and use the kind of practices 
they once used. They admit they were unfair. The secretary of the 
Minneapolis organization said some time ago, "I hold no brief for the 
conditions that existed before your organization started." Now I have 
summarized these reasons and have used up my time and that is all I have 
to tell you about our organization. 

Chairman Coverdale: Are there any questions you would like to ask? 
Mr. Lafsen: I would like to ask Mr. Leonard if you are taking the 
milk from non-stockholders, and if so, how do you handle that, and how do 
you pro rate that? 

Mr. Leonard: We make it a rule not to handle the milk of any non- 
stockholders. We have a few yet, probably a hundred, out of 3,400 members 
who are not stockholders. It is just a matter of seeing them and getting 
them signed on the producer's contract. We have a contract with each 
producer in which he agrees to sell his milk through the organization for 
one year. That is self-renewing unless thirty days' notice is given, and it 
is not our aim to have non-members. If any non-member's milk comes 
through temporarily until we get him on a contract, he is treated the same 
as a member, but we would not continue to handle the milk after he has 
been given an opportunity to sign up. A year or two years ago it was hard 
to get men to sign a contract. We would go out and beg and make many 
trips and our directors spent many an evening to get the few obstinate ones. 
Now they seem to slide up the front stairs, as the office manager said the 
other day. The few remaining ones are anxious to get in. 

Mr. Larsen: At the beginning of the organization, did you not hare 
quite a few non-stockholders? 

Mr. Leonard: Quite a few, and we handled them the same as the 
stockholders, treated them alike. That was considered a temporary condi- 
tion due to the fact that we did not have enough field men to talk to them 
and sign them up. 

Mr. Larsen: What do you think of taxing the non-stock milk producers 
a little extra? You deduct a certain per cent from all the milk producers 
during the month. What do you think of deducting a little bit more from 
the non-stockholders, the non-stock milk producers' accounts? 

Mr. Leonard: We were warned against danger of the Income Tax 
proposition if we did that. We were warned if we did that we were a profit 
making organization -and we would have to pay an income tax of about 
$20 000 for last year if we paid anything. We went to Washington on it 
and spent a week there and tried to find out something and we were warned 
not to do that. We are not doing it. There is one point more that may 
help you, and that is, in selling the stock our contract provides they do 
not have to pay anything in cash unless they want to The payment for 
stock may' be deducted from the monthly milk check at the rate of 5 per 
cent per month. This stock money comes in at the rate of $8,000.00 to 
$10,000.00 a month to us. It is perfectly satisfactory. Time after time we 
have farmers who have subscribed for $300.00. When it is paid up they 
sav "That is the best savings bank -I know of. Sign me up for another 
$300 00" Our fellows are really interested. We have a $1,000.00 limit, and 
we have one vote for each man. We have 25 men who have taken the 
$1,000.00 limit, and they have told us they will make it $10,000.00 if we will 
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raise the limit. I know we can go out and raise $1,000,000 from our mem- 
bers if we are forced into the distribution business. 

Member: How much interest is paid? 

Mr. Leonard: 6 per cSnt. 

Member: Do you have any special grades of milk and cream where 
you sell higher and pay higher? 

Mr. Leonard: No, we use the basis 3:5 test. We are paid up or down 
on that basis. 

Member: Nothing for special cleanliness? 

Mr. Leonard: No. Our idea is that milk fit for human food has to be 
right. 

Member: A man that produces.it too good would also have to get out. 

Mr. Leonard: That is right. A man can't produce certified milk and 
get in. We don't handle the special grades of milk. 

Member: What do you pay for March? 

Mr. Leonard: $2.33. We got $2.90 from the dealers. 

Member: What is the May price? 

Mr. Leonard: We don't know until the 10th of June. We don't get 
the cream and butter sold. I think we will be able to pay $2.00 net. We 
have cheese factories getting $1.00 a hundred on 13-cent cheese. 

Member: What per cent of the milk produced around the- Twin Cities 
do you handle? 

Mr. Leonard: I could not tell you what per cent of the milk produced 
we handle. We handle about 70 per cent of the milk sold. 
■ Member: How do you dispose of your butter and cheese? 

Mr. Leonard: It is sold like any other co-operative creamery disposes 
of theirs. Most of it goes to New York. We get New York extras. 

Member: Selling to a commission house? 

Mr. Leonard: Yes, on a definite deal. We, too, get the extras. 

Member: I would like to know why the May price should be less 
than the April price when you guarantee the dealers from any surplus and 
burden. 

Mr. Leonard: We are based on butter and cheese. That is the funda- 
mental basis. Cheese has dropped from 17 cents to 13 cents, and butter 
has dropped from 45 cents to 35 cents. 

We have found we can't beat economic conditions. When we have 
more milk than the city needs, we have to keep within gun shot of the 
other fellows' price or the other fellow will take our market away from us. 

Member: Do you pay the same price for butter and cheese? 

Mr. Leonard: We run two departments, one a whole milk department 
and one a cream department. We make quite a lot of butter out of the 
milk. The man is paid co-operatively. He is in the pool for milk. If he 
delivers butter fat we make it into butter and run the butter factory as a 
co-operative creamery. 

Member: When you dropped 40 cents a hundred, how much did the 
dealer drop? 

Mr. Leonard: One cent. They dropped more than we did. They 
dropped 1 cent. They assumed 66 cents per 100 pounds of the total drop 
of 46.6 cents. We claimed they had to take up a little of the slack. 

Member: Did you have that in your contract with the distributor? 

Mr. Leonard: Yes. 

Mr. Larsen: Does your contract with the dealer provide that he shall 
buy all the milk from you? 

Mr. Leonard: We have one, the "Full Supply" contract which we like 
the best. The dealer agrees to take all the milk from us, and we supply 
him regardless of conditions. We have another where he takes 45,000 or 
35,000 pounds every day in the year, a definite supply. We like the full 
supply better. 

Member: How do you handle your accounting when there is a hold- 
over on butter and cheese from one month to the next? 

Mr. Leonard: We inventory it .at the price at the first of the month. 

Member: Increase or decrease? 

Mr. Leonard: That has to go on the next month's milk. A cent a 
pound means, $1200. A few cents' fluctuation will take care of a lot of 
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fluctuation in that month. All of our cheese is sold F.«0. B. our plant, so 
by the 10th of the month we know what we have' received for our cheese. 
The only factor is a small amount of butter which is in transit. 

Member: Are they delivered? 

Mr. Leonard: The prices I give are for milk delivered at the city. 

Member: He does not get a $2.00 net price. 

Mr. Leonard: He got $2.33 net for March at St. Paul or Minneapolis. 

Chairman Coverdale: Let us listen to the story of the New York 
Dairymen's League. We will ask Mr. Miller to tell us about the work 
that organization has been doing in that state. (Applause.) 

THE DAIRYMEN'S LEAGUE PLAN 
.By John D. Miller 

Mr. Miller: Mr. Chairman and Gentlemen': If you will glance briefly 
at the map of the Dairymen's League you will note that each one of those 
red marks represent one of the 1,112 locals, and you will note that the 
territory is quite thoroughly organized. 

The large blank place where no red marks appear near the northern 
end is the Adrondack Mountains where but few cows are kept, and below 
that, the narrow blank space, is the Catskill Mountains where not many 
cows are kept. 

The membership of the Dairymen's League extends into six states. 
70,000 of our members are in New York State, 13,000 in Pennsylvania and 
the remainder of the 93,000 are in New Jersey, Vermont, Massachusetts and 
Connecticut', but they are all in the territory tributary to greater New York, 
and also supply the up-state cities together with the cities in the anthracite 
coal region of Pennsylvania. 

You will note that by comparison with like maps, if they were here, 
and some of them are here, of organizations in adjacent territories, that our 
organization reaches on the different sides, the divide where the natural 
milk flow is towards other markets, Philadelphia, Boston, etc., except upon 
the northern boundry where we reach the valley of the St. Lawrence, and, 
of course, the Canadian border. Milk is brought^ into New York City to 
some extent from the northern part of that territory, a distance of over 
500 miles. 

The form of the organization — in order to state that to you I must 
say first that I will have to explain two organizations, as we are now in 
the process of reorganizing from the old into a new form or organization. 
The old organization, the Dairymen's League, incorporated, was but 
one unit, if we may call it such, of a general movement that, commencing 
about 20 years ago, passed over almost the entire territory of Ohio and 
possibly north of the Potomac, resulting in diflferent milk marketing organi- 
zations around the primary or large central market. You will find by 
investigation that the general fundamentals of all these organizations are 
very similar, differing in detail as a local condition and possibly as their 
previous local customs may have influenced. 

The Dairymen's League had its beginning back in about 1907, and in 
1909 was incorporated under the law of the State of New Jersey as a 
stock corporation organization, with very broad power's given to it by its 
charter. 

While it is in form a stock corporation of which, theoretically and 
legally the control would be by a stock vote, each member's vote gaged 
by the amount of votes, in practice there has never been any distinction in 
voting. In fact, when you note that the average stock subscription is only 
about $3.00 per member you will see that the stock certificate is but little 
other than a certificate of membership in the organization. And at none 
"of the annual meetings for the election of directors has a stock vote ever 
been taken or been asked for. This has been a one man, one vote. 

The manner of electing the 24 directors is this: The territory is 
divided into 24 divisions, each one of the locals represented there are 
invited to send a delegate to the annual meeting and to bring with him 
the proxies of all of the members, of his local, and the expenses of that 
delegate are paid from the organization funds. Any individual member, 
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wherever he may be, of course, is at full liberty to attend and vote for 
himself. When these delegates assemble at the annual meeting all of the 
delegates and members from a given district meet separately from the large 
meeting, and themselves nominate the man that they want upon the direc- 
torate. That nomination has always been followed by election by the 
meeting as a whole, so that you can see how democratic is the organization. 

The one supreme qualification of every director is that he must be a 
milk producer. The board of direct9rs, as so elected, then meet and elect 
officers and an executive committee of five, of which the president is 
ex-officio member. The board of directors meet, have for some time now, 
monthly. Previous to that they did not meet so often, but the executive 
commfttee meets weekly and are busy most of the week. 

While the Dairymen's League was organized, as I have stated, in 
1907, and incorporated in 1909, it was a matter of infinite work and consider- 
able expense to obtain enough members so that they could efficiently 
operate, and not until the fall of 1916 did the organization begin to operate. 
At that time the organization had about 13,000 or 14,000 members. The 
organization then said to the milk distributors that it proposed, beginning 
October 1st, to sell the milk of its members. The distributors thought 
they were not at liberty to recognize the organization, refused to recognize 
them, refused to negotiate with them for a price, and it resulted in word 
being sent out to the 13,000 to 14,000 members that their milk for October 
had not been sold. 

The time was ripe for the movement. To the surprise of many, instead 
of only 13,000 responding to the information that their milk had not been 
sold, practically all or a very large proportion of the dairy farmers all over 
that territory who were selling to distributors suddenly found that they 
did not care to sell their milk either, and the war was on and it continued 
for eleven days at the expiration of which time our friend, the distributors, 
were good enough to reconsider their former resolution and thought that 
they could deal with the organization, and did so, and a contract was 
arrived at. Since that time the organization has been selling the milk. The 
membership has rapidly increased until it now reaches a total membership 
of 93,000, not all of whom are now producing, for you can see that beginning 
back in 1909, some of the names on our books represent those who have 
ceased to be producers. As nearly as we can estimate from our survey, 
not yet complete, we have probably 70,000 to 75,000 producers now repre- 
sented by the organization. 

Early in the activities of our organization, however, it became apparent 
that there were certain difficulties, certain obstacles to the association per- 
forming its best services to the members. That was not because of the 
form of its organization, its incorporated form I here referred to, but rather 
in the contract signed by the individual farmers with the organization. 
That contract simply clothed the organization with a bargaining power and 
did not create the organization as a co-operative marketing agent. 

The result was Jhat the organization could only go out and bargain 
with distributors for a price, and having reached an agreement as to a 
price, it had performed its principal function. In parenthesis let me state, 
that nearly everyone of those red marks, besides representing a local 
association of our organization, also represents the location of a milk 
receiving plant in the country. These are largely owned by the milk 
distributors. They receive milk and there the title passes. There their 
delivery is made to them. 

All of our prices are based in the country at a point 200 miles distant 
from New York. And you can see from this statement that each buyer 
had been paying to the farmers delivery milk at that point the price agreed 
upon, but the organization has not been in a position to collect the proceeds, 
and it is to permit those things to be done that the re-organization, of 
which I will tell you in a minute, is taking place. The result of the 
inability of the organization under the authority given to it by the farmers 
was that you must name the same price to every buyer regardless of what 
disposition be made of his milk. 

Speaking only with general accuracy, and not to the last point of 
accuracy it may be stated that our organization, }n selling milk, about 
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three-fourths of it goes into the city for fluid consumption. The remaining 
one-fourth is manufactured. But very little of the milk that our organiza- 
tion sells is sold to butter and cheese manufacturers. We do sell large 
quantities to condenseries, but nearly all of the butter and cheese that is 
made from the milk that our organization sells is such as is made from 
the surplus milk that at certain periods appear in the hands of the fluid 
milk dealers. 

Under our old contract we could not name one price to condenseries 
and another to fluid milk dealers for the reason that the condenseries, pay- 
ing the farmers direct, and the fluid milk dealers paying the farmers direct, 
would result in adjoining farmers receiving different prices, depending upon 
whether the milk went into a condensery or into the city, and as all milk 
would naturally seek the highest priced market, it would throw the entire 
marketing system out of adjustment. 

Here then we were met with the great economic fact that we all 
recognized, that those condenseries must market their products in competi- 
tion with all the other condenseries scattered throughout the country. 
Therefore, it became necessary to keep, if we were to keep the condenseries 
open, and that was vital to take care of a part of the milk, it became neces- 
sary for the one price to be low enough so that the condenseries could 
continue to operate and meet competitive conditions. 

On the other hand, the prices that the condenseries could pay were 
dictated by the prices which they and their comp'etit6rs paid in districts 
where the cost of production was much less, for the costs, of production in 
that territory are made exceptionally high for several reasons. One reason 
is, you know the entire district is covered with a network of railroads with 
many manufacturing towns always keeping our labor cost to a point that 
bears a fair relation to the wage paid in the industrial centers. Then again, 
98 per cent of the grain concentrates that are fed by the dairymen in that 
locality are purchased and come in from the mills of the Middle West. 
Then again, the sanitary requirements for the city of New York are prob- 
ably the most stringent of any city in the country. We are finding no 
fault with any of those reasons, but they do add materially to the cost of 
production, so that you see our problem was a very complex one. If we 
put a price on all the milk that condenseries could operate it meant a price 
away below the cost of production on all of the milk. Therefore, it became 
evident that our organization must be so re-organized, and new contracts 
obtained from the farmers that would clothe the association with powers 
as a marketing agent, with powers to collect the proceeds of all sales, 
blend them, and . so distribute them among producers as equity may 
determine, making it as uniform as conditions would permit, and require. 

After a year or more of preparation and possibly at a date that was 
accelerated because of the fact that on the first day of October all of the 
condenseries, upon 20 days' notice, closed every plant in that territory, a 
very severe test of the strength of our organisation, throwing large 
quantities of milk out of the market. Our organization has been preparing 
the co-operative contracts and had been operating in a small way under 
them, feeling our wav, usually taking care of milk in localities that had 
been abandoned by the old line dealers, but the closing of the condenseries 
accelerated the launching of this campaign for the reorganization. 

The campaign was commenced October 1st, last, by resolution of the 
board of directors. It was, the new association was not to commence opera- 
tion until they had 60,000 contracts signed. A new organization was organ- 
ized under the law of the State of New York, enacted in 1918, which 
roughly and in its general provisions follow a suggested act recommended 
by the Department of Agriculture at Washington. 

The name of that association is the Dairymen's Co-Operative Associa- 
tion, Incorporated, as distinguished from the name of our old organization, 
The Dairymen's League, Inc. The new contracts are made with this new 
association and that new association commenced to function yesterday, 
May milk being the first milk that has been sold under it. By the contracts 
signed now, by over 50,000 of our members, the association is given com- 
plete power tO' collect the proceeds, to blend them, to make such deductions 
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as may be necessary for expenses, to provide working capital, and the 
member agrees to deliver the milk at the point where the association directs, 
and generally that has been attacked by the enemies of the plan as a 
contract by which the farmer mortgaged his farm herd and the wives and 
children 

Immediately upon its launching it was vigorously attacked by a few, 
and only a few of the large buying companies. The fluid milk dealers that 
distribute milk in New York City have an organization of their own known 
as the New York Milk Conference Board, and the ofificers of that organiza- 
tion were very active in opposing this plan They would send out letters 
to bankers throughout the. territory calling the attention of the bankers 
to the enormity of the plan that the Dairymen's League was trying to effect. 
They would write to the same effect to lawyers and then would write to 
farmers to go and take the advice of the lawyers, and the bankers — very 
simple, as you can see. (Laughter.) Some of them had trained lawyers 
going throughout the territory speaking at meetings, explaining the 
enormity of the plan. Some of them advertised extensively in the news- 
papers, both rural and city, mostly the newspapers in the country, showing 
how dangerous the plan was to farmers, but somehow our farmers did not 
take kindly to those benevolent gentlemen who had appointed themselves 
our guardians, and while their activity undoubtedly retarded the signing of 
the contracts, I think everyone recognizes now that it was helpful to have 
just that kind of opposition, because the contract was discussed and the 
whole plan was discussed from every angle, so that everyone who followed 
these discussions knew what the plan meant, and knfw what the contract 
meant, and in the face of that, about 50,000 men have signed, and, as I say, 
we commenced to function yesterday. 

Under our old form of selling, as a bargaining agent, the organization 
was paid 1 cent per 100 pounds of milk. This was largely deducted by the 
middle men, paid over to our organization. That created an ample revenue 
for all the purposes of the organization as a bargaining association, leaving 
some surplus for advertising, etc. 

During the last few months, of course, our expenses have been la'rgely 
increased by the campaign for the re-organizatiori. In selling milk to the 
buyers for May, the initial month of the new plan, the price for all milk 
that is sold for consumption in the fluid state is $2,30 per 100 pounds for 
3 per cent milk at a point 200 miles distant from New York. All milk 
testing more than 3 per cent received 4 cents a point extra for the butter 
fat and for all milk delivered within the 200 mile limit the farmer receives 
a plus differential equivalent to the saving in freight between that point 
and the 200 mile freight zone All delivering beyond the 200 mile freight 
zone has a minus differential. That is, I am speaking now of what the 
buyers pay us, pay our organization. They pay our organization a minus 
differential beyond the 200 mile freight zone equivalent to the increased 
freight rate. The result of that, as you can see, is that the milk of every 
buyer laid down at the terminal in New York City, costs the same to 
everyone of them so far as transportation charges are concerned, leaving 
them on a competitive level there 

The average test of May for our milk will probably be about 3.7, which 
would be 28 cents, if that proves to be approximately correct; 28 cents added 
to the $2.30, the base for 3 per cent milk. That will probably represent 
about three-fourths of the milk that our organization is selling. That in 
our contract is called Class 1. Class 2 is the ice cream manufacturer'^ price, 
and those who separate and sell cream where there is no return from the 
skimmed milk. I will not attempt to go into the details of these schedules. 
It would take too long, but the price of Class 2 is $2.10 for 3 per cent milk. 
Class 3, sweetened condensed milk and a few minor manufacturers, is $1.80. 
Class 4 is for rhilk that enters into butter and cheese, and no price is 
determined in advance upon that. At the end of the month the market 
value during the month of 92 score butter is taken, allowing for a 16 per 
cent overrun. That 16 per cent, of course, will seem low to some of you 
men, but bear in mind, much of that butter must be manufactured by fluid 
milk dealers who can't manufacture it as efficiently as can a butter factory 

16 



that is organized to engage only in making butter, 16 per cent overrun with 
S cents a pound for manufacturing and selling. 

The cheese is based on 9.68 pounds of cheese from 100 pounds of milk 
with 4 cents a pound for handling. That will strike some of your people 
perhaps as a little high, but again it is the local conditions that enter into 
it there, and it will be a comparatively small part of the milk we are selling. 

Now, under the contract made by the organization with the buyers, 
they are, on or before the 6th day of June, to render to our organization 
duly verified reports showing the quantities of milk, the total quantity 
received and the disposition of it, how much went into each one of these 
different products, with the provisions that the books from which these 
reports are compiled would be open to an audit by the representatives of 
our organization. If errors are discovered they are to b.e called to the 
attention of the buyer and if not correct or if a dispute arises, a disinter- 
ested public accountant, certified accountant, shall make the audit, the serv- 
ices of the public accountant to be paid for by whichever party is found to 
be in the wrong in the dispute. If we are wrong we will pay for it, and if 
they are wrong they pay for it. 

By a provision of the contract, and this contract, and agreement as 
to the form of the contract was only reached last Friday night, the buyers 
afe, of course, at liberty to go out and buy all the milk they want of any- 
body they please. Our organization never attempts to dictate from whom 
they shall buy or what they shall pay, but we do insist, and that is one of 
the stipulations of the contract, that if they pay any other producer a price 
higher than the weighted average price- they pay our organization, that they 
must raise the weighted average price to us to the highest price that they 
pay any producer during- the month. 

When the organization received the checks from the buyers, which are 
due the ISth of June for May milk — previous to that our organization having 
reports coming in the 6th — all of their accounting forces are at work, and 
with the proceeds collected, the organization will then distribute — the con- 
tract gives the organization very broad powers as to establishing differ- 
entials. The language of the contract is "such diflferentials as the organiza- 
tion may decide to be equitable," or that in substance It is elastic enough 
to permit the organization to adjust those differentials from time to time 
as changing conditions may require. 

In selling milk our organization sells different grades of milk Grade A 
and Grade B. We sell but very little, I think no, certified milk. Certi- 
fied milk is usually sold direct by the producer himself. We do sell, how- 
ever, large quantities of Grade A milk. But the great bulk of the milk we 
are selling is Grade B. It is a perfectly wholesome milk, produced under 
sanitary requirements that pass the stringent regulations of the Board of 
Health of New York, and is milk that is entirely wholesome. Grade A is 
milk produced under sanitary requirements which will result in a very low 
bacterial count, and for all milk with a bacterial count of less than 25,000 
premiums are paid. Therefore, in distributing the funds our organization 
will distribute to Grade A producers the same premium we collect from 
the buyers for that milk. Each buyer, of course, will be settled with upon 
the butter fat test to his milk and the power for the organization to make 
the differential will permit is, as we believe, to take care of not only chang- 
ing conditions but successfully cope with different local conditions in a 
territory 500 miles wide, and about the same, nearly the same, in the other 
direction. Our organization is affiliated with the National Milk Producers 
Federation. The National Milk Producers Federation, as many of you 
know, is an organization that has been built'up by which the different milk 
marketing associations of the United States could meet for common dis- 
cussion, common advices and to arrange for certain work which only a 
national organization can do. , ; , t i ■ 

I think, Mr. Chairman, that I have covered everythmg that I have m 

mind. , . . , 

May I in closing, gentlemen, express the. appreciation of our organiza- 
tion at this very kind invitation of the Farm Bureau extending to these 
great milk marketing associations the assistance of the machinery of the 
Farm Bureau in advancing and advocating and making effective the policies 
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that the milk marketing associations have adopted. We all believe that m 
doing this, not only have they done a generous thing, but a thing that 
would be very valuable to us in the plans of organization, not of the 
organized territory, as well possibly as in other localities 

Member: I did not get quite clear in my mind just to what extent you 
purpose to make a pool of that milk. I understand the different grades of 
milk are sold at different prices. When it comes to pay for those, how do 
you pay the man whose milk goes to the cheese factory? Do you pay him 
a cheese factory price, and the man who goes to New York the New York 
price, or how is it done? 

Mr. Miller: In answer to that, stating first that a very small propor- 
tion of the milk that we are selling enters butter and cheese factories, 
nearly all the butter and cheese that is made from milk, that we are sell- 
ing, is that which appears in the hands of the fluid milk dealers during a 
surplus period. There are a few exceptions to that under the power given 
by the contract with the farmers to establish differentials and, as such, 
the fact is that if milk entering a cheese factory only is produced under 
such conditions, that the cost of production is not increased by complying 
with all of the sanitary requirements of the city, that there should be a 
minus differential equivalent to the reduced cost. We must, however, bear' 
in mind that it is the first duty of our organization to supply those grtfat 
cities with milk, and with good milk. Therefore, it is necessary in most 
of the territory to insist that milk be produced by all of our members in a 
condition that at any time it can be diverted to the city, and as long as 
they do that they will receive the. same level. Now, as to difference in 
grades of milk, as between Grade A and Grade B. "If the price that the 
dealers pay the organization is SO cents a hundred for Grade A above the 
Grade B price, the man who produces that Grade A will get that SO cents. 
Does that answer your question? 

Mr. Hull: Yes. 

Member: All farmers producing Grade A milk receive the same price? 

Mr. Miller: Yes, if it is the same quality of Grade A, subject, of 
course, to the first differential. That is, under our system of selling, with 
milk with a bacterial count of less than 10,000, there is a higher premium 
than there is from 10,000 to 2S,000, but both are Grade A; but outside of 
those qualifications and distinctions they receive the same price. 

Member: Do you have different grades of cream, grade 1, etc.? 

Mr. Miller: No, we have different percentages of butter fat. 

Member: The color of the cream cuts no figure? 

Mr. Miller: No, sir. The only producers of cream outside of the 
co-operative plants now operated by our organization is the cream from 
the surplus milk .again, and its market price is determined by its per- 
centage of butter fat rather than by any other test. 

Member: What became of the New York Dairymen's League? Will 
it go out of existence now, or don't you have about 40,000 members that 
are not members of your new organization? 

Mr. Miller: I am very glad that you asked that question. Possibly 
I should have touched upon it. Probably about 20,000 of those remaining 
40,000 are now producers. The old organization has for May sold the 
milk of those 20,000. We consider it the duty of the old organization 
to perform the best services that we can for those 20,000. The fact that 
they have not yet signed the co-operative contract, while we think it is a 
very grave mistake on their part, will not influence the organization to 
desert those fellows. But we can see that it is going to become increasingly 
difficult to get anything more than the surplus price for them probably. 
For May we have sold them the milk under the plan by which the dealers 
pay them direct by which the dealers agree to pay them a price equivalent 
to the weighted average price that they do pay our co-operative organiza- 
tion and we have sold all of the milk just the same as heretofore. How 
long our organization will continue to do that depends upon contingencies 
as they may arise. It is altogether probable, without now assuming to 
speak for what the organization will do, as only the directors can deter- 
mine that, but judging from a personal standpoint, it is altogether prob- 
able that by October 1st the old organization will cease to function as a 
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bargaining agent. It is altogether likely that the organization will be kept 
intact for some other purpose which it is not necessary here to discuss 

Member: I would like to ask Mr. Miller who determines the quality, 
the bacterial count; is it determined by your league or by the distributor? 

Mr. Miller: It is determined by tests made by the distributors, but 
with ample opportunity to check up the accuracy of the test. 

Recess. 

The second session of the National Dairy Marketing Conference was 
called to order at 1:45 p.m., May 3, 1921, by Chairman Coverdale. 

Chairman Coverdale: The registration cards show that there are 
twenty-two states represented by the various milk and dairy organizations 
here. I have one announcement to make in regard to the program. It 
is very indefimte, has been up until today, inasmuch as we did not' get 
returns from the various associations that were sent notices as to whether 
they would be here or not. No doubt there are a number of associations 
represented here who come prepared to make a statement in regard to their 
work, and we hope that every one will be given an opportunity either today 
or tomorrow for this. 

I announce the Resolutions Committee as follows: 

C. Larsen, head of the Dairy Marketing department of the Illinois 
Agricultural Association, chairman. 

Milo D. Campbell, president of the National Milk Producers' Asso- 
ciation. 

F. P. Willets, of the Interstate Milk Producers' Association of Phila- 
delphia. 

J. D. Miller, of the National Dairymen's League. 

H. R. Leonard of the Twin Cities Milk Producers' Association. 

This committee will meet immediately following the afternoon session. 

I introduce W. J. Kittle, representing the Milk Producers' Co-Opera- 
tive Marketing Association of Chicago. 

THE CHICAGO PLAN 
By W. J. Kittle 

Mr. Kittle: Mr. Chairman and Gentlemen: Just how much I should 
say to you this afternoon and just what points I should touch on I will 
have to find as I go along. I did not really know that I was to talk to you. 
I am not saying that to be funny, but to be a fact. 

But whatever we say we want to try and give you just the things that 
have entered into the making of our organization. We are an outgrowth 
of an association that was started very nearly the same time that the 
Dairymen's League was started. An outgrowth because of the fact that 
entered into the making of both the Milk Producers' Association of the 
Chicago dairy district and the Dairymen's League of the New York dis- 
trict. They both came into their own in the year 1916 for the first time. 
After having had our battle at that time in March and the first half of 
April of 1916 we were convinced that we must have something more stable 
through which to market our products than an association, so there sprang 
into existence the thought of the Milk Producers' Co-operative Marketing 
Company for this district. We organized under the laws of the state of 
Illinois and have come to the point where we are at the present time, 
through that work — I could not think while listening to John D. Miller, 
of the things that we had to pass through in building our organization 
named by him that they were passing through in building theirs. Sitting 
behind me was a man who represents another district, who said, "These 
people's experience is just ours." He was speaking then of the people at 
the Twin Cities. I don't know why, I don't suppose you do, that each and 
every one of us have had to go through pretty nearly the same category 
in order to reach any points that we have reached that point toward 
success. 

It really took three years to get ours started because of the opposi- 
tion that was heaped upon us from all directions, and the factions that 
tried to kill our organization while it was in the building are so numerous 
that it would take a long time to name them. I won't undertake to do that. 
I don't know but that they have their reasons because of the fact that 
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for 144 or 145 years it has been deemed that the farmer is the servant of 
all others. And when he tries to emancipate himself and get away trom 
the old trodden path of letting others of all kinds and all denommations 
and all walks of life do his business for him, and he undertakes to do his 
own, he starts something. Th'e wheat men represented by that body just 
named a few days ago are only beginning to do somethmg that shall heap 
upon them things that have been heaped upon us. Don't forget that. You 
start out to do your own business and the other fellows get busy to sway 
or to head it off. We don't blame him. Let him go at that. 

The Producers' Co-opera'tive Marketing Company of the Chicago dairy 
district takes care of a territory in the form of a parallelogram about 200 
miles long and about 100 miles wide, embracing with it the, cities in about 
20,000 square miles of territory and including in round figures about 20,000 
farmers. 

Then a great consuming public, headed of course by this great city of 
Chicago, 3,000,000 people, and its suburbs, making that number. 

We started out to take care of milk that might be termed surplus milk, 
and if necessary to take care of milk that comes under the head of manu- 
facturing. We have no creameries in this district. We have no cheese 
factories in this district, properly speaking. We have a few who are just 
on the upper or northern line in Wisconsin, but are not really a part of 
this district. We are composed of the raw milk people, who furnish and 
buy our milk, and also are the manufacturers. 

It was ■ said to us as we sat at lunch today, "You have probably the 
most concentrated district in which, and close in toward this city, are a large 
number of condenseries." We have. Previous to the war the condensing 
interests were handling about SO per cent of the milk made in this 20,000 
square miles. The "bottle men," as we call them, and the can shippers, those 
are men shipping into the city direct from the farm to the buyers of milk, 
constituting the other half. All the manufacturing interests g6 into evap- 
orated milk and sweetened products and also into the dry milk or powdered 
skim. We still have those conditioris with the exception that commencing 
with last October the condenseries closed their doors to all sorts of tin- 
ning milk in any form and did not open them again until the first of 
March. 

We formed our organization as a co-operative affair, non-profit, no 
profit accruing to any of us except a better price and a better condition, 
with a capital of $500,000 to be issued to 10,000 stockholders, or 10,000 
shares, no man being able to obtain under the laws of the State of Illinois 
more than five shares Our state makes each share a voting figure. We 
vote the number of_ shares, not the number of men. We set out to sell 
this to 10,000 mien, if possible, believing that where a man puts his money 
there he goes and his interests are centered wherever he has investment. 

I have told you that it took three years to put it together. The 'law 
requires that we sell half of our capital stock, that we collect a half of 
what we have sold before we begin to do business., They licensed us to 
sell and 'then charter us to do business. We succeeded in selling, putting 
on the work, getting started, making our first annual meeting, where we 
elected officers, board of directors, on the first Tuesday in November, 1918, 
commencing our first year's work in February, 1919, doing that year 
$19,000,000 worth of business, and closing our year with the calendar year, 
taking up the work again on the first of January, 1920, and doing $26,000,000 
worth of business for the year 1920. 

We are organized with a board of directors of twenty-seven. We have 
several committees, chief of which is the executive committee. It has 
charge completely of the whole business, it being the managing body, with 
a superintendent, a directing superintendent, that is really the speaking tube 
of the committee only. I hold that office. 

In laying our plans we began our work on the old Milk Producers' 
Association which was organized in the year 1909, they having locals around 
all shipping centers and around all bottling plants and condenseries or 
manufacturing plants of any form. We have them as our soldiery. The 
question was asked of Mr. Miller — What is to become of the Dairymen's 
League? The question may be asked of me — What is to become of the 
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ii^ Producers Association of the Chicago dairy district? They are our 
soldiery, they are the men in the field; they have their president and secre- 
tary or -chairman and secretary of each local. We hope and expect to see 
them maintained and kept as the soldiery. The'Milk Producers' Co-opera- 
tive Marketing Company has no locals. It has its head only in Chicago 
and directs all of its busi^ness out of that center, 29 South LaSalle Street, 
in the National Life Building, on the ninth floor. There is no provision 
made for locals in this orgamzation. The by-laws do not provide for a 
local, ihe law under which we are operating does not provide for any- 
thing of the sort. Consequently we want and hope to maintain the Milk 
Producers Association to be the working soldiery in the field If any- 
thing is done, it is done by them, not through them, but by them. They 
maintain their offices, take care of themselves just the same as they did 
before we came into existence, and I am saying again we want them to 
stay and expect them to stay. 

We collect the money from our men as it is paid for them through 
and by the men who buy and distribute their milk. We hope to maintain 
and expect to maintain these buying and handling men, of which there 
are some four and a half hundred in the city of Chicago, about seven of 
them being classed as the large dealers. That is summing itself down 
to about six that are the large dealers. The Bowman Dairy Company's. 
League, buying a million pounds of milk a day. The Borden Dairy Com- 
pany follows closely to Bowman, buying probably 800,000 pounds a day. 
There is produced and sold through the several plants named to you and 
through the condenseries in this district close to 4,000,000 pounds of milk 
a day. We had some job. We have had something more than a "some 
job" since the first of October. 

Mr. Miller told you of the conditions that existed in the Dairymen's 
League district beginning with October when the condenseries closed all 
their plants in that district. That was not peculiar to New York. That 
was an agreement entered into by these manufacturing bodies in Wash- 
ington at a great conference held there in September, where ithey decided 
and agreed that no more milk should be manufactured until the conditions 
had been clarified and this great amount that was then on hand had been 
disposed of, and they set out to bring it about. 

They came back into our district and we had contracts signed around 
all of their plants and began to tell us the plan of closing. 

We had the right to assess our men pro rata, according to the amount 
of milk they deliver, enough money to take care of all conditions that ' 
may arise in maintaining and caring for any milk that has to be cared 
for, maintaining a market for it and keeping it going to market. We 
found on our hands, beginning with the first of October, around a million 
pounds of milk a day that must in some form or other be taken care of. 
We entered into an agreement with the men who are operating the con- 
densing and evaporating plants that they should handle that milk for us, 
and in the instance of the Borden people, that we should pay them art 
overhead charge, they to skim the milk, market the cream, and send the; 
skimmed milk back to the farmers, and we to pay them for that service. 
They had five plants in this district to be operated in that way, large ones, 
some of them receiving daily 60,000 or 70,000 pounds of milk. We have 
maintained them through the winter up until the first of March, then 
entered into an agreement with the Borden people that they might open 
those plants and go on and operate them, we and they agreeing upon a 
price that should be paid for that service,' they buying the milk at a cheaper 
price than it was sold to the bottling people. 

The Libby, McNeill & Libby people have six plants in this district. 
We entered into an agreement with them whereby they were to pay us 
a certain sum each" month, the same to be agreed upon by us above 92 
score butter, and they to send back half of the skimmed milk to their 
farmers. We entered into that agreement and it ran along for quite a 
time, they finally discovering that only about S per cent of the butter 
marketed in the city of Chicago going as 92 per cent, and they came back 
and asked us to make a new agreement with -them by which they might 
be permitted to make their price based on 90.91 score, its average. They 
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worked along on that plan until the first of March, when we again entered 
into an agreement with them whereby they were to receive their milk, 
take care of it along the lines of the evaporated and sugared rnilk lines and 
then pay us a price along- with the Borden people, a less price than that 
at which the milk is sold here in Chicago. 

I would like to say right here that all of our milk is delivered in the 
country except that which is shipped in eight-gallon cans into the city. 
We don't know anything about ten-gallon cans as most of you do. Our 
farmers ship in eight-gallon cans. We take the price agreed upon for a 
hundred pounds delivered in the country, add to that the freight average 
and a IS cents per hundred differential for wear and tear and cost of 
furnishing extra cans. We furnished the cans. The distributors cannot 
furnish any cans unless it be under special agreement, and we charge this 
15 cents for 100 pounds, or 10 cents a can for the wear and tear and the 
upkeep and the supplying of an extra, several extra sets of cans. This 
milk is sold f. o. b. Chicago. The farmers do not have to pasteurize it. 
It is pasteurized here. The rulings of the city of Chicago require that all 
milk being peddled in this city shall be pasteurized unless it is certified 
milk. We know nothing whatever about certified milk. I heard you ask 
Mr. Miller concerning that matter. We buy one grade of milk, covering 
the ground very much as the man from the Twin Cities talked to you about. 
We have no A, B and C milk in this district. We only have milk and 
certified milk. Our milk corresponds to the B grade of milk of the Dairy- 
men's League district, classed as the greater amount of milk that goes 
to market in their district, all of our milk going along and being scored 
by our city authorities, very much as their milk is scored back there in 
the New York district. 

Our by-laws and our contracts with the members of our organization 
require of them that we have the right to assess them a certain percentage 
on their milk tests as they are returned to us by the dealers, they showing 
the amount of milk that they have received from each producer as butter 
fat test, and making any deductions that are allowed to the distributor 
for hauling or for skimmed milk being returned, furnishing us their sheets 
as they come direct from their receiving room. We then carry the matter 
out, making the proper deduction as to the amount that is necessary to 
carry on the business and then return to the farmer under our own check 
the amount due him. We started in with 1 per cent, which was alDundant 
to take care of the business. We then had a little stub of our toe that 
brought us up standing when the milk drivers went on a strike in 1919 and 
our people had to hold their milk home for two or three days — three I 
believe it was. It cost us $57,000 to make good to the men' who held 
their milk home. At the end of the month of May, after we had discovered 
what the amount would be to make good to these men, we laid an assess- 
ment of 2 per cent rather than 1 per cent and took care of the matter 
by spreading it for two months. May and June, on April and May milk. 
We then ran along very nicely on 1 per cent until we had a falling 
out with "Nestle's Food," as he is called in the east. We just call him 
plain "Nestle's" and let it go at that. We fell out with them and had to 
take off their hands a year ago last month 480,000 pounds of milk and 
market it as best we could. We had only one plant, put it through the 
butter plant, sent the skimmed milk back to the farmers. We have been 
handling a large amount of milk along that line ever since, although in 
this district which we had to take over from Nestle's Food people we 
have been building new plants, into which we are now moving some' of 
these plants we have been operating for some months, some of them we 
are not in yet. Part of those are manufacturing plants; in fact, all of 
them carry an amount of equipment that will enable us to manufacture 
everything except evaporated and condensed milk. Two of these plants 
we have built for condensing and evaporating and also for powdering. 
They are fine large affairs, the building alone costing us $170,000, I mean 
the two. One of them cost $110,000 and the other $60,000. We are equip- 
ping them, getting into them, at the time that the condenseries decided 
to quit condensing. We bought two of Borden's plants and have since 
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been operating them nearly all of the time along the line of evaporat- 
ing milk. 

In March, 1920, previous to the time we fell out with Nestle's Food 
people, and previous to the time of buying the Borden plants, we bought 
another condensery up near the Wisconsin line in Illinois, and are at 
present operating these three evaporating plants, turning out about two 
and a half carloads or 25,000 cases per day. We have been turning milk 
out of them since March a year ago, and most of the products out of 
these two other plants that we took from Borden in October, 1920. We 
find ready sale for our stuff so far. We do not know what we are going 
to bump into before we get through. We were riding along very nicely 
through the winter except for this — we had to raise our spreads to 10 per 
cent in order to take care of this million pounds of milk a day that we 
cared for in these plants of Borden's, Libby, MclSfeil & Libjjy, the Valicia 
Company, and in our own plants. 

Our contract agreed to every man the same price in this whole dis- 
trict whether his milk goes to market or not; we are forced to take care 
of him, and he gets the same price out here in these plants that were 
closed as we get in close to the market herein Chicago, where our milk 
goes into the fluid milk trade, guaranteeing to each man the same seirvice, 
guaranteeing to find him a market and maintaining that market for him, 
helping him to have a market for every bit of his milk at all times, even 
going so far as to have an insurance that carries with it a protection 
during the time that he is quarantined against contagious diseases and 
cannot deliver his milk, . we agreeing that he may do what he pleases 
with that milk other than to put it into the market and in that way 
jeopardize the marketing of other milk from the point where he is But 
that he may feed it in any form or handle it as he chooses, we paying 
him 70 per cent of the value of his milk at the end of his quarantine 
period. 

We find this taking very fine with our folks. The only requirement 
is that he must own stock in the company. 

Lest I forget and lest you have to ask, I would like to state here 
that our law reuqires of us that we keep stockholders and non-stockholders 
who • are signed up with us on contract exactly alike, with the exception 
of this quarantine protection, which is provided for in our by-laws, and 
which provision is made that we, as a board of directors, may, if we see 
fit, vote to take care of these men, which we have done since the begin- 
ning of our work. • 

We have now about 10,000 shares sold. Our check-up shows a little 
bit more. , We increased our capitalization last November from $500,000 
to $2,000,000, meaning that we must sell a large number of shares yet. 

Around the plants that we own we are insisting that no man can 
deliver milk there unless he is a shareholder and if he is a farm owner 
he must take the limit, five shares; if he is a tenant he must take what 
he can. We cannot force men to buy shares in our company. Neither 
can we force men to sign contracts with us, although we would like very 
much to do that, because of this — the men who are delivering their milk 
to these dealers alongside of our men who are signed on contracts with 
the dealers, and the other fellow is not, are the worst menace we have in our 
work. We have not reached the controlling point yet where we are able 
to say to the dealer "ourselves," and ourselves only. We are building for 
that. Not that we want to become arbitrary in the matter, not that we 
want to boycott anybody or keep anybody from delivering their stuff 
somewhat to market, not that, but because of the fact that we have built 
something that has laid a foundation for the dairy industry of this district, 
such as could not be built only by men who put their money into it, and 
then by men who are willing to help maintain it after the others have put 
their money into it by becoming a party to that proposition and having 
their stuff handled through this great company, and then allowing that 
enough money shall be taken off from their share of what, they are receiv- 
ing through this great organization that the organization may be promoted 
and pushed on to a better work and a bigger field. 
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We believe^and I want to say it so that you will believe it — that we 
have the biggest and best institution of its kind ever built for the taking 
care of any one product that is produced by farmers in this great United 
States of ours. It is built on a solid ioundation of what we think are the 
best co-operative laws yet made. Maybe that is because we are born in 
Illinois— I don't know — but we think it anyhow, and we built on that foun- 
dation so solidly that we have an organization that we think is bust-proof, 
although they have been telling us all winter that possibly we were busted. 
We come back at them with this proposition, "Always broke, but never 
busted.". And it is not a hard thing to get by with because of the fact 
we started with nothing, as capital stock cannot .be used to purchase milk 
with; it can only be used to buy trucks, milk cans and paraphernalia for 
handling the milk, or buildings, or erecting sheds or erecting something 
of that sort that shall become a part of the real tangible thing, real estate 
and personal property. So when we got our first $365,000 or $375,000 
from the Bowman dairy people it was the first money that passed over 
our desk that we could take anything out of to pay expenses with, and 
since that time there has passed over, month after month, $3,000,000 at a 
time, and we have our opportunity to take from that large sum of money 
the money needed to push this great organization further and to pay the 
expenses as we go on with it. If I could impress you men this after- 
noon with this thought, I would like to leave this thought with you, 
that these organizations, properly handled, properly fostered, properly 
cared for, are the greatest boons to the marketing of any product that 
we have. We are coming to it; we have got to stay by it; we are work- 
'ing for it, to make things bigger. We have a map here that embraces 
a territory second to none in the world for the production of this article 
we call milk. Our little territory right in here near the bottom part of 
Lake Michigan is the little parallelogram I have talked to you about, 200 
miles one way and 100 miles the other, comprising about 20,000 square 
miles' of territory north of us, and is the greatest milk producing state 
in the union. Over here in Michigan is another, over in Iowa is a state 
that pays very little attention to the production of merchantable milk, 
yet interested as a part of this territory, and yet we are menaced from 
Michigan more than Wisconsin, Iowa and other points near this great 
city, because of the fact that we have tried to build up a tempting price, 
a price that would keep our men making milk. In this little parallelogram, 
which is best represented by this little red map here, there are four con- 
denseries that belong to the packers down here af "Packertown," and 
those four condenseries belong to us by right of what we ought to do, 
and that is to buy them, own and operate them. They are the- supply of 
milk for this great city that would give us a controlling hand in the 
entire supply of this milk that is needed here. During the long season 
we could then take care of the surplus and during the short season we 
could furnish an adequate supply, and those are the conditions that we 
have to meet here beginning with July; closing with October, we have 
four dry milk months. The buyers of our milk in this city have been 
forced to go long distances and to buy anything that they could find in 
order to meet the demand here in the city for milk during that period. 
These four condenseries, coupled with our five condenseries that we have 
that are almost ready to go on with that work, then supplemented by some 
smaller plants that we at times have to manufacture in, those plants would 
be able to supply to this city nearly, if not quite, the amount of milk 
required to keep these men caring for their patrons during the whole dry 
season. Then comes the long season when these men come to us with 
the same problems that Mr. Miller talked to you about in which they say 
"We have more milk than we can handle. If you can find a way by 
which we need not take only the milk needed we can pay you a better 
price for that which we buy." This condition is obvious. We have to 
meet it. We are building for it and we hope to succeed. Our men are 
furnishing us the money. If we should furnish our people three and a half 
or about three shares of stock at $50.00 per share in this district we could 
raise $2,000,000. We think $2,000,000 would enable us to do almost any- 
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thing we wanted to but murder. We could just go on and build and care 
for things as we please, and that is what we are looking for. 

My time is up. I want to leave you with this thought, though, that 
we are taking care of this problem; and it is a mighty problem. I 
thank you. 

Chairman Coverdale: We next hear from the New England Milk 
Producers' Association, from Richard Pattee, managing director. 

THE NEW ENGLAND PLAN 
By Richard Pattee 

Mr. Pattee: Mr. Chairman and Gentlernen, I presume that our plans 

■ and methods of operation in New England will be somewhat antiquated 

to some of you, and possibly equally progressive with some of the more 

elaborate undertakings of other sections of the country in some respects. 

I shall approach this discussion from a somewhat different angle than 
that of the presentation of my predecessors. 

The milk producers of New England have been more or less organ- 
ized since 1872. We have in our files a most interesting report of a 
special committee of the N. _E. M. P. A. on marketing, printed in_ 1882, 
setting forth plans for handling milk in Boston through producers' co-op- 
eratively owned plants. In the late 80's and 90's the Milk Producers' 
Union, so called, was a very active organization in the Boston market. 
In conjunction with the dealers, it worked out a system of price making 
and sales which lasted several years, a leading feature of which was a 
"Surplus Plan." Later, the Bostoh Co-operative Milk Producers' Com- 
pany acted for the producers supplying Greater Boston, as their sales 
agent in negotiating with the Boston Milk Contractors. This organiza- 
tion disappeared about ten years ago following the indictment of its prin- 
cipal officers and a group of dealers with whom it was doing business. 
Possibly the Boston Milk Producers have been organized in one way or 
another as long as those of any other section, and we halve yet to learn 
of any similar organization that was previously attacked and thrown into 
jail for trying to get living prices for the producers of milk. 

A voluntary association among Boston milk producers succeeded the 
incorporated Boston Co-operative Company. It struggled along until the 
fall of 1916, when at the end of a successful milk strike it was reorganized 
upon a New England-wide basis. At that time there were local organiza- 
tions among the producers supplying Boston, Providence, Worcester, 
Springfield, Haverhill, Lowell and a few other fnarkets._ Each of these 
local organizations led an independent and precarious existence. No one 
of them was strong enough to control its market, though each constituted 
a nucleus around which producers would rally for a fight when condi- 
tions became unbearable. 

Slowly but surely the milk business of New England was being con- 
centrated in the hands of a few large, heavily financed corporations. The 
distributors reached farther and farther back into the creamery territory 
for their supply. There was no general system of price making. It was 
a catch-as-catch-can proposition. For several years cows disappeared at 
the rate of approximately 20,000 per year. The dairy industry was dis- 
couraged and disheartened. This condition presented the problem which 
the present N. E. M. P. A. was organized to meet. 

It was determined to organize the industry upon a New England-wide 
basis. The theory was that the dairymen should be organized to a problem 
and not to a remedy. There were those who held that an organization 
to be effective must be addressed to a definite purpose, that it must be 
established to accomplish a particular thing. The N. E. M. P. A. idea 
was to bring the farmers together to determine for themselves what they 
would do. It was to establish the machinery through which those affected 
by the condition might decide upon and pursue, in an orderly and regular 
way, whatever action appealed to them as desirable. 

Five or more dairymen in any community may form a local branch, 
choosing their own officers. Three or more local branches unite to form 
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a district branch. These district branches roughly conform to county 
lines The voting members of the district branch are the presidents of 
the locals. If any local has more than twenty members it has an addir 
tional representative for each succeeding twenty menibers. Ihe district 
organization elects its own officers, and its president becomes a member 
of the central association, which is a Massachusetts membership corpora- 
tion, whose membership arises through the selection of the district groups. 
There are 559 local units of the N. E. M. P. A. with a total enrollment of 
slightly over 24,000 members. 

There are fifty districts represented in the central association, ihat 
corporation elects its officers under the corporation laws of the state^ a 
vice-president, treasurer, clerk, auditors and a board of directors. 1 he 
directors elect a president from among their own number. , 

No elected officer in this organization draws a salary. A reasonable 
per diem and expenses are allowed to officers when engaged upon the 
business of the organization. The directors hold quarterly meetings in 
Boston. The directors employ, at the. beginning of the year, a salaried 
manager, through whom the policies of the organization and its, business 
operations are carried out. The manager employs and is held responsible 
for every other employee. No officer or director hires or fires any 
employee. Salaries and wages are established by the manager, subject to 
the approval of the directors. The expenses of the organization are 
budgeted with definite appropriations at the beginning of each year. 

Each member of the N. E. M. P. A. signs a contract with the organ- 
ization to act as his agent in the sale of the dairy, products produced 
by him, or upon farms controlled by him, and agrees to pay to the asso- 
ciation one-half of 1 per cent of the amount received for such products. . 
At the beginning of the year, the directors choose a sales committee of 
six, who act for the organization in negotiating the sale of the products 
of its members in the Greater Boston markets. 

The difficult problem of a self-governing plan for the separate markets, 
all of them members of one organization, was successfully met by an 
arrangement through which the producers shipping milk to any market 
other than Boston were assembeld in a market branch. Wherever ten 
or more members of a local branch ship to some lesser market, such ship- 
pers choose a delegate to that market branch. These delegates elect a 
sales committee of four for that market, who act as the representatives 
of the members in selling their products in that market. To this com- 
mittee of four is added a representative of the central association. This 
representative is a member of each of the committees which operate in a 
group of lesser markets. Thus, for instance, Manchester, Nashua, Lowell, 
Lawrence and Haverhill, Mass., have each a market branch of the N. E. 
M. P. A. Each has its sales committee of four selected by and from 
those who supply these markets. The representative of the central organ- 
ization sits with each of these committees. This group of markets con- 
stitutes our northern market district. The representative of the central 
association who sits with each of these market committees is the paid 
employee of the central association with the title "district manager," and 
it is his duty as executive officer of each of these committees to carry out 
in each of the markets in his district the policies and plans of the com- 
mittee in that market. We have three market districts with local market 
organizations in southern and western New England. The markets covered 
by the N. E. M. P. A. in this manner include Portland, Maine; Portsmouth, 
Manchester and Nashua, N. H.; Newport and Providence, R. L; Brattle- 
boro, Vt.; Greenfield, Holyoke, Springfield, Worcester, Webster, Lowell, 
Lawrence, Haverhill, Salem, Lynn, Fall River, New Bedford, Brockton 
and Greater Boston in Massachusetts. 

The New England Milk Producers' Association maintains an office at 
51 Cornhill, Boston, Mass., and branch offices at Providence, Worcester, 
Lawrence, Portland, Me., and St. Johnsbury, Vt. We have twelve men 
and eleven women permanently employed. The. work of the association 
is very largely departmentalized. Each of the branch officers is in charge 
of a manager with clerical assistant. The Boston office, in charge of an 
office manager with a staff of assistants, has charge of all records, accounts, 
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collections and the like. It is the headquarters for the publication of our 
monthly periodical. The publicity department and the statistical depart- 
ment are the two outstanding activities of the central office. The work 
of the publicity department is sufficiently indicated by its name. The 
statistical department collects, summarizes and puts in form market infor- 
mation, costs of production, quantities of commodities handled, in storage 
and the like. Also the prices of hay, grain, labor and general information 
that is desirable for the use of the sales committee. The itinerant organ- 
izers and managers of field districts are directed from the central office. 
The managers of the three market districts are at the service of the market 
committees of the cities in those districts. 

All funds are paid to the central office. This association in turn remits 
to each local branch 10 per cent of the amount paid by the members of 
that branch. The county association receives from the central association 
5 per cent of the total amount paid by all the members of all the locals 
in that district. In this way both the local and district organizations are 
well financed to meet local expenses. The balances in their treasuries 
give them a feeling of permanency and importance and constitute an asset 
upon which the central association can draw if the emergency should arise. 

Boston operates upon what is known as the Boston surplus plan, 
devised by the Federal Milk Commission and continued by agreement 
between the N. E. M. P. A. and the Boston dealers. Briefly, that plan pro- 
vides that milk is paid for according to the use made of it. Each dealer 
reports to a disinterested third party, the Commissioner of Agriculture 
for the State of Massachusetts, each month, the amount of milk purchased 
by him. By a set of factors mutually agreed to, the Commissioner of 
Agriculture converts into milk the amount of by-products made by each 
dealer and from the total purchases of each dealer he subtracts the amount 
of milk required to make the by-products. The remainder is paid for as 
whole milk. It is not that each dealer reports his purchases and sales 
of milk. It is that he reports his purchases and by-products, and settles 
for all he buys at the whole milk price except such as is accounted for in 

This plan has been in operation since the first of May, 1918. It has 
proven reasonably satisfactory. Under it the price to be paid for niaAet 
milk is arranged between the N. E. M. P. A. and the milk dealers. The 
price that is to be paid for milk manufactured into by-products is deter- 
mined by the market value of such products lees certain agreed to costs 
of manufacture. The price of any cwt. of milk is determmed by adding 
the price received for the market milk and the manufactured milk in that 
cwt. The composite prices of the various dealers differ somewhat accord- 
ing to the volume and disposition of the surplus. 

All prices in Boston are made upon the f . o. b. basis. New England 
is divided into twenty-mile zones. From the price paid for milk f. o. b. 
city railroad station is deducted an allowance which covers freight, can 
service and country station expense. The dealers' composite city price 
less the zone deductions is what the farmer receives at his country rail- 
road station. The average distance that milk is shipped in New England 
is 200 to 220 miles. It costs approximately 1% cents a quart to deliver 
milk from the country to Boston. . , ... 

All prices are ,based upon the quart. That unit of measure is familiar 
to the public. The knowledge that the farmers are making a quart of 
milk and delivering it at the railroad station in Boston for Practically 
one-half what the consumer .paid for it at his back door has riveted pubhc 
attention and criticism to the faulty and expensive system of distribution. 
It has aroused a friendly feeling toward the producer that he should get so 
little of what the consumer pays. ....... 

The N E M P A. as at present constituted is a bargaining associa- 
tion The 'legal lights inform us that we cannot be dealers in milk and 
at the same time fix the price other dealers in milk shall pay. The organ- 
izatfon'oTfeSes for the actual handling f -j"^ is therefore a sub- 
sidiarv operation, legally separate and distinct from the N. E. M. P. A. 
The poHcy hi New England is to- encourage armers to own and operate 
the fadHtfes for distributing their milk. As largely as possible they are 
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encouraged to acquire present facilities rather than to establish new ones. 
The establishment of plants in the country without facilities for distribut- 
ing in the city is not being encouraged by the N. E. M. P. A. It has 
encouraged and brought about the acquisition, upon a deferred payment 
plan, of two of the largest milk concerns, which were reorganized under 
the leadership of the N. E. M. P. A., upon a co-operative basis, provision 
being made for the rotation of stock according to patronage through the 
deduction of a definite percentage of the monthly checks. These concerns 
as farmer-owned concerns have had an interesting experience this last 
winter with unusual production and a difficult market. They have both 
weathered the try-out in good shape. 

There are in northern Vermont a dozen or fifteen independent co-op- 
erative creameries which are working together under a semi-federation 
plan. This plan provides for the pooling of products and of operation so 
that these creameries may act as one unit in their marketing operations. 

Distributing concerns have been taken over by the producers and 
reorganized upon a co-operative basis in Concord and Nashua, N. H., 
Worcester, Brockton and Fall River, Mass., and Newport, R. I. The 
co-operative distribution of market milk is well under way in New Eng- 
land and is growing as fast as it healthily can. 

The program of co-operative marketing as laid out by the N. E. M. 
P. A. will require from five to eight years for its completion. It calls for 
the acquisition of millions of dollars worth of property and the organiza- 
tion of tremendous sales and operating force. We believe in taking over 
well established business where possible, rather than attempting to set up 
new business and competing units, and in the employment of trained opera- 
tives rather than the development of new ones. We have the support of 
the press, business interests and the farmers. 

We especially acknowledge the support of the state and county farm 
bureaus. They have given us hearty and efficient help. The county agents 
have stood back of us, beside us or in front of us, wherever they could 
help us most all the time. We appreciate the farm bureau. 

By noticing the map at the left you will see indicated the milk shed 
of New England, the shaded portion of the map is the milk producing 
territory tributary to the markets which are organized in the N. E. M. P. A. 
The red lines indicate the railroads over which milk passes on its way to the 
consuming centers. The shaded portion also indicates — except a small 
block of territory in Canada and another small block of territory in eastern 
New York — the territory occupied by the organization of the milk pro- 
ducers. For the purpose of making clear our form of organization, may I 
direct your attention to the chart at the right. Wherever five or more 
dairymen in any community see fit they organize a local branch, choosing 
their own officers. The small squares at the bottom of the chart indicate 
the local branches. Three or more local branches may organize a district 
or county association, the districts being laid out roughly corresponding 
to county lines on the chart. On the chart we have indicated five locals 
joining together to form a county or district organization. The locals 
elect their own officers. The president of a local becomes a member of 
the district or county organization. If the local has more than twenty 
members it has an additional representation for each succeeding twenty 
members after the first, a delegate to the district organization. The dis- 
trict organization in turn elects its own officers, the president of the dis- 
trict organization becoming a voting member of the central organization 
or association, which is an incorporated, non-profit making corporation. 
The membership in the central association arises through a process of 
selection originating in the local community group. We have 559 local 
community organizations, local branches cofnposing in their membership 
upwards of 23,400 members. 

No elected office carries with it any salary. The only salaries paid are 
paid to employees who may be discharged by the board of directors. 

The directors also choose an executive coirumittee and the manager 
is manager of the sales committee. 

Those markets who ship to a different center than Boston, say Provi- 
dence, create a marketing center of their own. Here are four locals that 
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ship to Providence, Lebanon, Windham, Columbia and Seakonk. These 
locals participate in the management of the central organization along 
this line, but for the purpose of marketing their milk in Providence the 
members of the local select a representative to a Providence marketing 
association, the marketing association dealing with Providence being made 
up of men selected by the local group who ship to Providence. This Provi- 
dence marketing association selects a committee of four who act as sales 
agents for the members shipping to Providence, the same as the committee 
from the directors is the sales agent for those sending to Boston, but in 
addition to the committee of four, the central association sends down from 
it one member to act with that committee, making the committee a com- 
mittee of fifty-four members selected by the men whose milk is sold in 
.that market and one sent to them from the central marketing association. 
Similarly with Springfield. They select their own marketing committee 
and one man comes to them from the central association; so also is Law- 
rence. It is further provided in our organization that these market cpm- 
mittees for the several cities, including Boston, has a conference which 
has no legal status or existence, but is just a "get together" like this one 
this afternoon, between different sections of the country, representatives 
of these various marketing committees meet on one occasion for the 
consideration of common problems. 

The column to the extreme right indicates the departments ' in our 
general organization. Field men, field district, market districts, ofRce man- 
ager, publicity department, statistical department, general activity. 

By way of illustrating the work the statistical department, which is 
the basis of price making, I have brought along these charts indicating 
the purchase and sales of our largest dealers in Boston market beginning 
with May, 1918, since which time we have had mostly reports filed, subject 
to verification with us, by these and other dealers as to their purchases 
and sales. It is interesting to us as showing in the early history of our 
organization the fluctuating sales and showing the stabilization of sales as 
we progressed — no such rapid ups and downs and variation as this, a much 
more stable and satisfactory basis. The upper line shows the purchases 
of these same five dealers from season to season, discloses where and when 
and how much the surplus is, the difference between these two lines being 
the surplus, also showing that the production line is becoming somewhat 
more stable, that it is not going so low in the fall or so high in the spring, 
but that the market is becoming more and more healthy. We are fre- 
quently confronted in the Boston market with this appeal from the dealers, 
somewhat so from the public, but much less so, more especially from the 
uninitiated, "Why do you not lower the price of milk and sell more of it? 
Why not give the consumers the benefit of a lower price and increase your 
sales?" And we^have from the same dealers taken their sales purchases 
from month to month and laid over it the price line, in order to see whether 
or not an increased price cut off sales or a decreased price increased sales. 
The blank line is the price line and the red line is the sales line. You will 
notice perhaps the trend of the price line. You will also notice the trend 
of the sales line. If you care to later study this map you will find that 
when prices have gone up, take the very first month, prices went down 
and sales went down, then prices went up and sales went up; prices 
remained stable and sales came down; prices continued to rise and sales 
arose- so by studying that chart and others we find that prices and sales 
have risen and fallen, that sales have risen and fallen on level prices, they 
have gone up and down, irrespective of prices. Under our Boston arrange- 
ment which I will speak of in a moment, we had a dual system of price 
making Boston operates upon what is known as the Boston Surplus Flan. 

Very much as indicated by Mr. Miller in their contract now operating 
with the dealers and Dairymen's League. _ u j * 

This chart is a record of the fluid milk price, the surplus or by-product 
milk price, and the composite price of thesame five dealers from month 
to month. The top line is the fluid milk price, the price paid for that milk 
bought by each dealer which was not accounted for as by-products^ The 
lowlr line indicates the surplus milk price or by-products price Thi? is 
the dotted line, and indicates the amount received from month to month 
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for that part of each dealer's purchases which was manufactured, and the 
red line indicates the composite price or price actually paid to the farmer 
for each hundredweight of milk. I assume that Mr. Miller's plan of opera- 
tion in the league will result in something of the same sort. 
Mr. Miller: Yes, Mr. Pattee. 

Mr. Pattee: That is equally true in all of the other markets in New 
England. 

It has aroused a friendly feeling toward the producer on the part of 
the consuming public, the press and all interested people, that he should 
get so little of what the consumer pays. 

The establishment of such plans being the establishment of another 
handling company between the producer and the consumer. Therein^ we 
somewhat differ, while the principle remains the same, we somewhat differ 
in policy with some of our sister organizations which have established farm 
owned companies to deal with the dealers instead of farmers individually 
dealing with the dealers. The N. E. M. P. A. plan is the establishment of farm 
owned companies to do the work of the dealers, to take over the dealers, 
to do their business and make a farmer owned company a distributing 
system to reach the consumer, thereby bringing the two, the producing and 
the consuming function as near together, or as some have put it, bringing 
the farmer closer to the money. 

One of which handles $6,000,000 worth of business a year and the other 
about $2,000,000 worth of business. 

To purchase outstanding stock and re-issue the same upon the basis 
of business done. 

Weathered the storm with credit to themselves and the organization 
which promoted them. 

They, however, sell to dealers for distribution, but they sell at a price 
comparable with the New England Milk Producers' price. 

Others are being established in Concord, New Hampshire, and surveys 
are being made with a view to establishing other concerns. 

We boast of the splendid relations which exist between the N. E. M. P. 
A. as such and the other organized branches of agriculture in our territory, 
not least by any means being the support and encouragement which we 
have received, are receiving, and hope to continue to receive from the Farm 
Bureau Federation. It may be interesting as a disclosure of the teamwork 
which is true among the agricultural interests of New England, that at this 
meeting the Farm Bureaus of New Hampshire, of Vermont, of Massachu- 
setts, of Rhode Island, and of Connecticut have in each state delegated a 
representative or an officer of the New England Milk Producers Association 
to represent the Farm Bureau Federation in those states at this conference, 
a compliment and an indication of the co-operation between us and the Farm 
Bureaus which we wish to acknowledge and which we certainly appreciate. 
Chairman Coverdale: We will proceed with an analysis of the Michigan 
Milk Producers' Association, by Mr. N. P. Hull. 

THE MICHIGAN PLAN 
By N. P. Hull 

Mr. Hull: Mr. Chairman, Fellow Dairymen: I don't think it will 
require a great deal of time to give you a fair understanding of Michigan 
conditions, because Michigan has been either fortunate or unfortunate in 
that we have gotten where we have not had any great difficulties with 
anybody, as things have run along in a very nice, smooth way. 

We were organized in 1916, the Michigan Milk Producers Association, 
The thing that primarily brought about our association there was the fact 
that the condenseries through Central Michigan were not paying the price 
for milk that we thought was fair and right. Over in the home country 
of our secretary, Mr. Reed, I had a local association there. It was through 
their immediate efforts that the state association was organized. 

We felt at that time that *we were not getting the produce, we were 
not getting, the producer was not getting his fair share of the selling price 
on condensed milk. Later I might say, that our agricultural college took 
this matter up and investigated it and showed that in some months the 
condensing plants could have paid double what they did pay and yet have 
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been able to pay expenses of operation and have a 10 per cent profit. Now 
those were he figures obtained by our experiment station and agricultural 
college, working 'jointly. "s^v-uiuurdi 

We were able at first to-I 'don't like to use the word "force"-but 
persuaded the condenseries to increase the price. The manager of one 
certain condensing plant told us that prior to the organization of thp 
-Michigan Milk Producers Association the factories that thev had in Mich- 
igan as compared with the factories they had in some other state, and 
that they were paying about 25 cents a hundred less for milk in Michigan 
than they were paying in some adjoining states. A few months after we 
were organized he said, we were paying from 15 cents to 25 cents, more 
for milk in Michigan than in the other states. I just have his word for that 
„.,.^^ ^^""^ '^^''^'^ upon a little, later to take charge of the Detroit area 
When we were organized they had a milk p'roducers' association in the 
vicinity of Detroit, ^but they held a meeting of that association and voted 
to disband and mvite the Michigan Milk Producers Association to take 
charge of the situation there. Our first step was to meet the largest dis- 
tributors in, the city of Detroit, and in a hotel room we sat down for half 
a day and went over the situation with them. We suggested to them that 
there must be a fair division of the consumers' dollars. We argued that it 
would not be fair to leave it to the producers entirely to draw that line 
but it was agreed also that it would not be fair to leave it to the distributors,' 
neither would it be fair to leave those things to the consumer entirely. 

Before we started in charge of the Detroit area we had asked the 
governor of_ our state to appoint a dairy commission. Our thought was 
that this dairy commission should study dairy conditions, study the cost 
of production, and in a public report, make known to the people, to the 
consumers, the cost of producing milk, and any recommendations that they 
might be able to give to help to make more prosperous the people engaged 
in dairying in Michigan. 

In conference with the larger distributors in Detroit we finally agreed 
that we would call upon this commission of five appointed by the governor, 
and the governor of our state appointed the ex-governor, Fred Warner, the 
Dairy and Food Commissioner of the state, the Market Director of the 
state, the Professor of Dairying at the Agricultural College, and one mem- 
ber of the State Board of Agriculture. To make a commission for the 
city of Detroit to determine price we added to that one member selected 
by the Chamber of Commerce, of Detroit, one member selected by the 
Federation of Women's Clubs of the City of Detroit, and one member 
selected by the Federation of Labor of the city of Detroit, and those eight 
people, the five appointed by the governor, together with the three selected 
by the people of Detroit, we agreed would constitute the Detroit Milk 
Commission, and we agreed and drew up an agreement and signed it that 
both parties would abide by the findings of this commission. 

We met monthly. Sometimes the price was made for two months, but 
the commission held meetings in Detroit, the Producers Association and 
their officers went before this commission, submitted to them our figures 
in regard to the cost of production; the distributors submitted to them the 
cost of distribution, and the distributors of Detroit even went so far as to 
open their books, our association paid one-half the expense, the distributors' 
association paid one-half the expense, and the commission employed an 
experienced accountant that went through the books of the distributors to 
find out just exactly what it did cost therti to distribute the milk and 
ascertained the profit there was in their business. That information was 
turned over to this commission. After getting all the facts that they could 
together, they determined the price that the producer was to receive, the 
price that the distributor was to pay the producer, and the price that the 
distributor was to charge the consuming public. 

Now, I don't know why it was that we got along or how it has been 
that we have gotten along so nicely with that plan in Detroit. The only 
solution that I can give is that we got a commission there that was made 
up of especially high grade men, men in whom the farmers and the dis- 
tributors had confidence, men in whom the newspapers and the public had 
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confidence. I understand it has been tried in other areas and has not worked 
out well. With us it has worked out in a splendid manner. 

I want to say here that if it was for no other purpose than that of 
good citizenship it has been worth many, many times over what it cost, 
because when we went into the City of Detroit there seemed to be a feel- 
ing on the part of the milk producers in that area that every man that 
distributed milk was primarily a rascal, and the distributors felt that the 
farmers were tricksters as a rule, and the consumers felt that both parties 
were doing them. Now, the difference in the attitude of those various 
parties toward each other, there has been a wonderful change, it has been 
abundantly worth while because of the changed attitude. We do now meet 
with the distributors of Detroit. We meet on an equal plan. We feel we 
know them. We feel they are friendly. When it comes' to going before 
that commission we go into it just as a' lawyer goes before a jury to try 
a case. We put our best foot foremost and they put their best foot fore- 
most. After they have tried the case and come to a finding, we bury the 
hatchet and shake hands and say "O. K." About a year ago, a little over, 
the so-called 'Fair Price Committee sat in the City of Detroit and concluded 
that milk at 16 cents was too high, and they promulgated and ordered that 
milk should forthwith sell for 14 cents. The peculiar thing about that was 
that a Democratic politician was chairman, a dry goods merchant in Lansing 
was one member, a retail grocery man in Detroit was another member, two 
automobile men were members, and a woman. (Laughter.) And they 
proceeded to determine what milk ought to sell for. 

We went to the chairman of that so-called Fair Price Committee and 
asked for a hearing. They granted us a hearing. We went before that 
commission and I wish you could have been there to have gotten .those 
men's attitude of m.ind, or absence of mind as far as, milk production was 
concerned. (Laughter.) We had one witness on the stand that was show- 
ing just the cost of each operation in milk production for the various 
months, and one of the automobile fellows was following it along, jotting 
down the figures. He had shown the labor cost in the month of January 
and went on down, and when he came to the month of June the labor cost 
was not so much, and this automobile man's eyes began to trinkle because 
he felt he had that farmer on the hip. He looked at him in a very severe 
way and said: "Mister, your labor costs in January were so much; in June 
they are only so much. Sir, can you explain why there should be any 
such difference as that?" That farmer was non-plused for awhile. I had 
to rush to his rescue and inform that fellow that in June he did not have 
to throw the hay and ensilage and clean the stables and a lot of things like 
that. The automobile man said: "I had not thought of that. The facts 
are, I don't know much about that anyway." 

We reminded him about that afterward and he got perky and threatened 
to go home and leave the conference if we did not use him better. So 
afterwards we admitted he knew all about it, contrary to his admission. 
There was not a quorum of that so-called "Fair Price Commission" there 
at the hearing. They announced they could not do anything about it. 
The next morning we met with the distributors, our attorney and their 
attorney went before the Federal Court and asked for an injunction. We 
got that injunction. The injunction was made permanent. The Michigan 
Milk Producers' Association paid their attorney and the two attorneys that 
they had on the other side were paid by the distributors' association. That 
was appealed to the Federal Court or the United States Supreme Court, 
rather. The Michigan Milk Producers' Association and the Detroit Bottle 
Exchange, which is the organization of the distributors, contributed each 
about a half, and we hired the present Federal Secretary of State, Mr. 
Hughes, to plead that case before the Supreme Court of the United States 
and won. 

Now, Mr. Reed just kindly jotted down the figures for me. When 
milk went for 14 cents, for it sold for a week at 14 cents, the farmers' price, 
of course, had to come down. It only sold for that lower price for one' 
week. Then it went back to 16 cents, and it made a difference in eight 
months to the farmers of $870,000 in that district. 
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Mr. Reed: You have not got those figures right. 870,000 pounds of 
milk a day, and it makes two million and a quarter dollars. 

Mr. Hull: I am glad that I did not lie in the wrong direction. The 
first story was a pretty good story, any way, was it not? (Laughter.) But 
even that did not tell the whole story, but it shows along many lines, at 
least, if the right understanding is had, we can work together for our 
mutual betterment. 

Now, I said we had been fortunate or unfortunate. Sometimes I think 
it is a little unfortunate that we have gotten along in Michigan as well as 
we have, because there is a peculiar thing about farmers. If things go 
along too easy you don't get the co-operation, the cohesion in your organi- 
zation that you do if you have a little trouble. That is plumb true, I guess, 
not only with farmers but people generally. It is true that we have gotten 
along with the distributors in Detroit so well that for two years at least 
when it comes time to contract they have had ructions among themselves, 
and both of those years they have invited the officers and directors of the 
Michigan Milk Producers' Association into the meetings to smooth matters 
out among themselves, and we had to get them to working together before 
we could make contracts. 

It has worked out to our advantage and satisfaction in the matter of 
price until this last winter, when it came time to make new contracts the 
first of the year; we were up against things in Michigan, the same as my 
friend, Mr. Kittle, here in Illinois. We are a dairy producing state. Possibly 
our natural milk shed is an area within a radius of 70 miles from Detroit, 
something like that. Now, we had a belt of condenseries around there and 
in October they shut down. When it came the first of the year, time to 
make new contracts, they were shut down. Now, it is true that in many of 
those condensing districts the farmers did not have hogs and calves to feed 
the skimmed milk to. They did not have separators and in many of those 
localities they sent representatives to the City of Detroit to see if they 
could not sell their milk there for some price, and the prices they offered 
to sell milk for were something ridiculous. Don't understand that I am 
going to condemn our distributors. I would not be surprised if I were a 
distributor but what I would have done the same thing, taken advantage 
of the situation, and they did take advantage of the situation. There was 
an immense amount of milk there, and when we asked for contracts, we 
had to see-saw two months to get a contract, and for the first time they 
said they did not dare to trust to the commission. The first of this year, 
while the commission is supposed to be intact, and the contract provides 
that the first of July the commission shall sit again and determine the 
price to the consumer, yet we are now working on a price agreement that 
was arrived at by the producers' association and the distributors' associa- 
tion, which the commission itself did not fix. We know the distributors 
took advantage of the situation. There was nothing we could do to prevent 
it, that we could see. Some of your people said: "Had you done as they 
are doing in other places, and built factories, you would be master of the 
situation." I am not sure but that they were right, but things had gone so 
nicely, and we have been simply a selling agency, the Michigan Milk Pro- 
ducers' Association has been simply a selling agency, and we have been able 
to get a very excellent price, and until this year have charged simply 1 
cent a hundred, and from that, I might say, we have accumulated a nice 
little nest egg in our treasury. _ 

We appreciate that we are apt to be up agamst the same thmg some 
other time, and we are up against the same things always that there are 
in every other section that contributes to a large city, there is that matter 
of surplus. I think you will all agree with me that if any particular dairy 
area ever supplies sufficient milk for a large city during the time of flies 
and drought, a warm time, when the consumers want more milk, that there 
must of necessity come in that area a surplus at some times of the year, 
and we are now laying plans to try and take care of that surplus. 

Possibly in just a few minutes I can briefly outline to you our plan. 
It may be worth while to some of you. Ours is a peculiar situation. I have 
talked to representatives in other sections where they have producers' asso- 
ciations, and their problems are not parallel with our problems. We had 
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to get at it in a little different way to solve the problem. Our thought is 
that we shall ultimately have, just around the outer edge of our natural 
milk area, a line of factories where we can absorb the surplus. I believe 
it is fundamentally true that if we are ever to exercise the influence we 
ought to exercise upon the product that our labor creates, that we must 
partially, at least, control the supply. I think that is fundamentally sound. 

When a delegation from our board of directors visited the Grove City 
plant, many of you know what that is — we "are arranging now. to start, 
either to buy or build a factory, and start in the manufacturing line. We 
are going to incorporate under the laws of Delaware. That gives the thing 
kind of a black eye in most of your minds anyway. You will ask if we 
mean to be straight and right and clean, why we don't incorporate under 
our own state law. Our own state law does not give us some advantages 
we feel we have got to have. We propose that the Michigan Milk Pro- 
ducers' Association shall go on as a bargaining agency. We are organizing 
a separate corporation. That separate corporation we are going to place 
out on the outer belt, and that first factory that we build, we want to do 
everything we can to insure success for that, because if this movement of 
ours for the farmers to build an operative, factory should fail in Michigan 
it will set co-operation away back in Michigan for, I don't know how many 
years, and accomplish a thing we can't afford to have accomplished. So 
we are striving in every possible way, so far as our feeble intellect will 
allow us to do, to guarantee a success for the first factory. We are putting 
it far enough out of Detroit so we are assured of a constant, steady supply 
of milk, so that if we can manufacture a splendid quality of Swiss cheese 
or Roquefort or other fancy cheese, that we shall have a steady supply 
to take care of the market we create. 

Then there are two lines of railroads running from there into the city 
of Detroit. During the time of surplus we can turn back from those lines 
of railroads back to our manufacturing plan and take care of quite a little 
per cent of the surplus. We have no idea that this one factory will solve 
the surplus proposition, but we do feel that if we can build one factory and 
operate that factory successfully, we can get on our feet where we have 
demonstrated, not to the world so much, but demonstrated to ourselves 
that we can successfully manufacture dairy products and put them on the 
market and get a good substantial price for our dairymen, that then we will 
be justified in taking the next step, and step over somewhere else, or else 
if there are manufacturers there who will co-operate with us and help us to 
take up that slack, we will co-operate with them. We have no desire 
especially to function, to do all the business that may be done in connection 
with dairying, but we have a desire to so function as to be able to have 
the influence that belongs to us in fixing the price of the products that 
our labor creates. We believe that we have the same inherent right to 
be a factor in fixing the price of a product of our labors that any other men 
or set of men had. We don't mean to be arbitrary, but we do mean to 
function as men, if it is possible to do so, in that we are taking a step 
at a time, and our motto there and our thought is, to grow into this rather 
than to jump into it. I don't know that there is anything peculiar in this. 

Just a word as to why we organize under the Delaware law. We want 
this factory that we are starting to go on functioning in the way of accom- 
plishing the thing that we have started out to accomplish. We will incor- 
porate that as a manufacturing institution and we will not try to pay the 
same price in the manufacturing district that we pay for the milk that goes 
into the City of Detroit. I am not here to take issue with any other 
organization that is doing that, but with us, with our farmers, as they feel, 
it would be unsafe today to say to them that we were going to start 
manufacturing out on this outer belt and pool the milk. They feel and 
we feel now — understand this, let me repeat again, I am not taking issue 
nor am I criticising anybody else — you know the conditions under which 
you are working, and we don't; you are probably doing just the right thing 
under your conditions — but we believe that we know our condition and we 
hope that we are doing the right thing under our condition. We will 
incorporate there, we want the Michigan Milk Producers' Association to 
still retain a guiding hand, if you please, with that new corporation, so 
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that It shall go on functioning, helping us to take care of this surplus, 
the thing we started out to do, so the Michigan Producers' Association will 
hold about 40 per cent of the common stock of this new manufacturing 
corporation. It was voted that the Michigan Milk Producers' Association 
should take the control, should own the majority of the common stock, but 
it was my idea and the idea of some of the other directors, which prevailed, 
that we ought not to hold the majority, that if we could not get the small 
necessary, 10 per cent or 11 per cent, to work with us it would be pretty 
conclusive evidence that we were not right. So we believe we can, with 
40 per cent of the common stock, so handle that proposition as to appeal 
to a large majority of the holders of the balance of the common stock, so 
that we shall keep that manufacturing institution in line, not only to manu- 
facture a product that shall sell for a good price, but that will help us in 
times when there is a surplus to solve that problem by taking care of a 
part of our surplus. To" do that we had to have more preferred stock 
than common stock, and our Michigan law would not allow us to do that, 
so we incorporated under the law of the State of Delaware. 

• Chairman Coverdale: We still have two minutes of the thirty minutes 
for the subject, two minutes in which to ask questions. 

Member: I would like to ask Mr. Hull if there are any limitations as 
to who can own this common and preferred stock in the Delaware corpora- 
tion? 

Mr. Hull: Under our articles of association, no one but members of 
the Michigan Milk Producers' Association can buy and own this common 
stock, and the preferred stock, by the way, we have arranged that that 
should be on the revolving plan, after the first year, we retire each year 
one-tenth of the preferred stock, and reissue it to the people who are con- 
tributing; that is, we take out after the first year enough when we are selling 
it, retain enough of that to retire one-tenth of the preferred stock, and we 
re-issue the one-tenth that we retired to those who contributed the milk 
for that year and enabled us to retire it, in proportion to the contributions, 
so that after ten years it will be owned entirely by those contributing milk, 
and should anyone stop dairying in ten years, we will have returned his 
investment to him. Both the common and preferred stock bear 7 per 
cent interest. 

Member: If the Michigan Milk Producers' Association limits the 
amount of milk produced, either by the number of cows — is that done? 

Mr. Hull: No sir, not in any way. 

Chairman Coverdale: We take up our discussion and travel out to 
the State of Oregon and hear from the Oregon Dairymen's Co-operative 
League, Mr. A. S. Hall. 

THE OREGON PLAN 
By A. S. Hall 

Mr. Hall: Mr. Chairman and Gentlemen: In fifteen minutes I would 
not hope to cover everything that was asked in our questionnaire, so I will 
take up simply the points which I think may be different from the problems 
which the rest of you have covered, only the points which I think would 
be of the most interest. 

To begin with, we were organized in 1917, a. capital stock organization 
under the laws of the State of Oregon, which operated until July 1st of last 
year. During those three years, practically three years, we learned a 
number of things. 

The first thing we learned was that our old type of organization was 
not sufficient. We learned that in order to do business in the commercial 
world we had to re-organize ourselves that we could transact that business 
as business in the business world is transacted. In other words, play the 
other man's own game as long as we were in the minority. We learned 
that in order to influence our markets— I sa^ that advisedly because I don't 
like that word "control" — in order to influence our markets and influence 
them to the best interest of the producer and the consumer, we had to do 
it by covering a territory which was much wider than simply market milk. 

We started out then to organize on the non-profit, non-capital stock 
association and corporation plan. 
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To begin with, a five and a half year ironclad contract, the terms of 
that contract being, that is, the principal terms being that the producer 
agreed to deliver all the milk and cream produced by him during the five 
and a half years to the league. He is excluded in that contract to the 
extent of. such products as he may use for farm and home consumption or 
retail consumers. We have an element in our work that possibly the rest 
of you do not have in the fact that the large portion of our product is 
produced almost in the city limits of our market. With this contract we 
organized a purchase association, an association of members, each man 
having one vote, paying a membership fee of $10.00, which covered his 
membership for the five and a half years. 

That association had one function only, that of marketing all milk 
produced by members. All milk produced is turned over to that association 
and marketed by that association. The association tests all milk produced 
by its members and sells every pound. 

We have in addition to that a corporation. The corporation has no 
other function than manufacturing. It does not market one dollar's wojth 
of products, nor one pound. It manufactures on a non-profit basis, turning 
the products back again to the association, and it is sold as a finished 
product by the association's marketing organization. 

This corporation and the association have the same staff of employers, 
the same staff of officers, and the same board. 

I might go into the organization of our board. We district our territory 
once a year into 23 districts, each having an equal number of members, each 
district holds its own election within the district, and elects its own board 
member. These 23 board members are supplemented by two; first a member 
of the association appointed by the Bureau of Markets, another appointed 
by the Dean of the Department of Agriculture of the State College. Those 
25 men make up our board and the entire control of both the association 
and the corporation. The board meets monthly. The board out of its 
own number elects an executive committee of five, who meet weekly at 
our central office and are in detailed charge of the affairs of both the 
association and the corporation. 

The board then proceeds to elect and hire the employees which operate 
the association. 

The State Law of Oregon requires that no member of the board of 
directors of a co-operative organization shall draw a salary except per diem 
expenses when called for work for the organization. Therefore, there is 
a distinct line drawn between the board of directors or managing end and 
employees or operating end. 

The board of directors have a manager and a secretary-treasurer and a 
sales manager and an organization manager, these five making up, or rather 
these four, making^ up the staff which, with the executive committee, trans- 
acts all of the business of the organization. 

Now then, so much the overhead, you might call it, of the organiza- 
tion. The control of all zones of the organization lies within the general 
board at all times. We have five zones in our organization which I will 
explain more about later. These zones are geographically arranged, not 
by county lines, but by shipping lines. In other words, taking any given 
market, the district as far out as products can be shipped profitably into 
that market is included in one zone and pooled together. 

Now, in each zone falls a certain number of directors. Those directors, 
together with the assistant general manager, who is zone manager, make up 
the local control of that zone, and to a large extent handle the affairs in 
that zone. Those zone directors are called together by the zone manager, 
who acts as secretary to the zone committee, as we call it, for the trans- 
action of the local affairs which are subject to review at the general lioard 
meeting monthly. Our executive committee affairs are subject to review 
at the monthly board meeting. That makes us, in brief, the organization of 
both our association and our corporation, one and the same as far as the 
purpose for which we are operating is concerned. 

Now, I will take up the pooling system. I mentioned the pooling by 
zone. In each of our five zones we have three separate pools. All men 
who produce milk, and any member has the privilege under his contract of 
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delivering either milk, sour cream, churning cream, as it is sometimes called, 
or sweet cream, which is a distribution product, and a member may switch 
back and forth from one of those to the other a dozen times a year if he 
sees fit. Each of those is pooled separately. All men who produce milk 
in a given zone and deliver it, either to the distributors in the city or to 
the cheese factories owned privately, or to the cheese factories, corporation 
owned, or to the condenseries; or any other market in the zone, receive 
the same price for that product, subject only to a freight differential from 
his delivery point to the market center. The same thing is true of the 
sour cream and the sweet cream pool. You might say that we would have 
a difficulty there in that, someone would want to ship sweet cream and 
would flood the market for that, and some would want to deliver sour cream, 
but we found out after the first lesson of over-production in any one of 
those pools, that our members were very willing to abide by the judgment 
of the officers as to what they should deliver, and we have never had any 
trouble since in getting a man to deliver the kind of product we want. 

We are prepared to handle the surplus absolutely. That was one of 
the things learned in our old organization, that the first basic thing we 
can accomplish in our organization is to provide disposal of surplus. 

We have altogether operating 27 factories, one of which is a distribution 
factory. We are opposed as an organization to the distribution, because 
we feel that in building an organization of that character we must protect 
legitimate distributing organizations which are already in the field, protect 
at the same time, carry in our hip pocket the necessary weapons by which 
we can persuade those people to work with us and distribute on a legitimate 
basis, a basis which is just to the producer and consumer. We are primarily 
interested in two people only, the producer first and the consumer second. 

Now, of our factories one, as I say, is a milk distributing plant. The 
others are all cheese factories, and seven of these are butter factories as 
well as cheese. The largest of bur cheese factories handles 50,000 pounds 
a day. From that on down to 4,000 and 5,000 pounds, the very small unit. 
We found that before we could exert any great influence on our Portland 
market, which was controlled by those dealers who through a long series 
of years would stoop to the methods and be able to survive, and only those 
men who practiced those methods were the ones who had designs, and had 
a close organization, we found the only way to control them was to control 
them through surplus milk instead of letting our surplus milk control us. 
So we started in to build and buy cheese factoricij until we had an inter- 
cepting circle of cheese factories outside the city limits which may run or 
not, according as we need the milk in the city or need it out of the city. 
'These cheese factories, several of them, fall within the zone of that 
principal market. The product, as I mentioned, is pooled with the city 
market, and so far we have been able to get as an increased price in the 
Portland market enough margin, as you might call it, to pay all the expense 
of operating that zone, together with the overhead which falls a portion to 
that zone, and leave the man who ships to the condenseries or cheese 
factories the net cheese or condensery price, as a net return to himself. 
That is all we can hope to accomplish in the conditions under which we 
work, for the reason that within the zone in which our principal fluid milk 
market as you call it here in the East, falls within that zone is five times 
the production. The production, in other words, is five times the consump- 
tion of fluid milk in the city of Portland, and all of that milk within motor 
truck haul of the city, so that you can realize as far as being any premium 
on the Portland market is concerned, there is noije over cheese price except 
as we can bring it about by our organization. 

I think that covers in brief our organization. I want to take up one 
other matter that we have followed in the control of prices. We started 
out as I say, three years ago with the control of prices in the fluid milk 
market in the hands of the dealers' organization, which on the whole had 
been getting the larger half of the consumers' dollars. Through a long 
series of negotiations, some of them satisfactory and some unsatisfactory, 
we landed on the first of last month, in position where the dealer had a 
7 cent margin retaining at 13 cents. The producer had a 6-cent margin, and 
the producer below his 6-cent price was carrying surplus, which amounted to 
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practically 1 cent, due to the fact that the league was carrying the surplus 
for the league, and independent shippers in the market. 

The dealers, by forcing the movement, gave us the opportunity we 
had been waiting for for a long time. We called our newspapers, our public 
people, I mean the heads of our various civic and public organizations, 
together with our zone committee and decided on a policy. The dealers' 
7-cent margin to them appeared too high as against the producers' S-cent 
price, so we went through our grocery stores, bottling the milk in our own 
plants, at a cost of approximately 3 cents per quart, giving the grocer a 
2-cent margin or an over-all margin of S cents per quart for distributing, 
and put the product in the grocery stores and in 12 hours brought the price 
of milk in every grocery store in "the city to 11 cents, while the distributor 
was charging 13 cents from the wagon. This immediately met the approval 
of the civic bodies, and the press, and the public generally, to the extent 
that the grocers were encouraged, and during the month which has just 
finished, the grocery stores began delivering milk to the public with their 
own groceries at the same time, using milk as a means of selling more 
groceries, to the extent that dhring the month the grocery business increased 
ISO per cent from where it had been the first of the month, _and_ ended up 
at the end of the month with practically one-half of the distribution of the 
city in the hands of the grocers. I just received this morning a wire stating 
that the dealers had asked for a conference, and as the basis for that 
conference had agreed to pay us a premium of 2S cents per hundred pounds 
over what they paid for any other milk in the city of Portland, and to take 
ofli our hands all the surplus and all the milk the league could furnish in 
the city. I don't know the extent to which the negotiati^pns will be carried 
out, but that is the proposition we have before us. 

Now, the one tiling that I want to emphasize here today more than 
anything else is the problem which we have had to meet in the diversity 
of products. We found when we got organized , around our market milk 
area and began to get a price for market milk as we call it> that immediately 
the man who had been shipping cream in the past and the man who had 
been shipping to the condenseries and the man who had been shipping' to 
the cheese factories all filtered automatically to the higher priced market. 
We built our surplus plant simply as a by-prpducts plant where we were 
able to put our products into severa.1 different by-products, naturally at a 
loss below market price. We found that plant was swamped in no time. 
We found that in order to handle that end to handle it satisfactorily, we 
had to go to the limits of transportation. We found that we had to keep 
our price within that central market only and not more than so much 
above the price in the surrounding territory that would cover transporta- 
tion to that center, cover the sanitary requirements of that center, and a 
reasonable differential, and above that we could not go. If we did we lost 
out on the other end in having to handle that as a surplus product, or in 
case it could not find its way to our factory as a surplus, we found that it 
reacted against us in that the other man took our market with his product. 

I think that is about all I want to take time for now. I would rather 
answer questions. I rather hesitate to be talking too much before the 
heads of these associations who have studied these problems longer, who 
have studied them in a bigger way, and met them in a bigger way than 
we have. 

Before I quit I want to say that our organization, and the putting of 
it together, has been aided very materially by several public factors, our 
County Agent Service, our State Farm Bureau and a number of others of 
that nature have given us very much aid and assistance, so much so that 
our board meetings are always attended by the head of the State Bureau 
of Markets, frequently attended by the head of the State Farm Bureau, and 
the head of the Extension Service of the College, and I want to express, 
for my own association our earnest desire to co-operate in every way with 
the State and the National Farm Bureaus for the upbuilding of the Dairy 
Industry. 

Member: On what basis is your corporation financed? 

Mr. Hcdl: The financial basis on which we are operating is this: Our 
corporation is a straight, ordinary corporation organized under the laws 
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P^^<&^« fl^Pf^^/It has 25,000 in common stock, which is the voting 
"T^W^rcfev^X^'^nGn-dividend stock. This 25,000 shares of stock is 
^_Wdk^artJt^'-6ted in block by the board of directors of the associa- 
tion, byvirtue of which they elect themselves as the board of directors 
of the corporation. The preferred stock which we use for finaiicing, is a 
7 per cent guaranteed preferred stock. This preferred stock has' an author- 
ized maximum of half a million dollars. We have a little over $400,000 
invested in factories at this time. The preferred stock is issued in five 
classes, one-fifth of which is retired each year with, a bonus of 2 per cent 
upon retirement. We deduct monthly from the gross turn-over of the 
entire association a sum sufficient to retire at the end of each year one class 
of that preferred stock. We deduct also from each month's products the 
sum sufficient to cover the interest on the outstanding preferred stock, so 
that over a period of five years we retire our entire outstanding preferred 
stock, and leave the ownership of the factories entirely free of encumbrance 
in. the hands of the association, vested in the common stock, which the 
association owns. Now then, in that connection you might raise the point 
that Jones may put in 5,000 pounds of milk a day, and Smith 1,000 pounds. 
Jones may have one deduction and Smith another deduction to cover a 
payment for these factories, which might be an unequal distribution. At 
the end of each calendar year the deduction which has been made from 
each individual check, we call it "participation," is added up and set up in 
that account on' which he draws interest. In other words, the man who 
has contributed a large portion to the payment for those factories draws 
interest on the portion which he has contributed and he contributes in 
proportion to the amount of use which he has paid of those factories. 

In connection with that I want to bring out another point in our 
organization, whicla I think is good. We have followed the plan of the large 
corporation largely in the maintenance of our factories value. In the first 
place, our board of directors is authorized to issue this preferred stock for 
one purpose only, the purchase or construction of factories, and at par 
value only. Therefore, in the initial sense, our factory value is equal 
to the amount of our outstanding preferred stock, but as time goes on, 
those factories will depreciate. We set aside 1 per cent of the value of 
those factories per month into a factory depreciation fund. This fund plus 
the value of that factory at any time during the period of the contract will 
therefore be equal to the amount of the outstanding preferred stock. This 
is an important thing in financing because the man figuring on securities 
will also figure what is back of that. 

Now then, there is another point that I want to bring up in that connec- 
tion, that our factory value is a direct lien to secure the outstanding pre- 
ferred stock, but the greater security for that outstanding preferred stock 
lies in the fact that the association and the factory has a cross contract 
between them. This cross contract — mind you, we have the producers tied 
up on a hard and fast five years contract to deliver all of their wholesale 
product to the association. This entire product is pledged through the cross 
contract as a definite security back of the preferred stock of the corporation, 
so that the physical valuation of our corporation, the amount of the security 
of the corporation, that cross contract, aside from setting out the financial 
consideration, sets out the consideration that the corporation shall manu- 
facture such products as is delivered to it by the association on a non-profit 
basis, the association deducting each month from its, you might say, from 
its growth turn-over the amount of money necessary to pay interest, taxes, 
insurance, and all other operating expenses of the corporation. We pay our 
corporation that amount of money as a lump sum at the end of the month 
to cover their month's operation,' but they turn their products back to the 
association again for marketing. We started out with the idea that in 
order to make our association successful we must not only have the products 
and the producers with the products, but we must have the men in the 
industry. We went to the largest bank in the State of Oregon and saw 
their auditor. We selected the best man that we could find on the Pacific 
coast as a salesman, a man who had both a technical experience and a 
practical experience, and who had been in the brokerage business in butter 
and cheese, a man who is an all-around man in that end of the work, and 
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put him in charge of our selling. We took in our organization department 
a man who had been with the organization from its inception and supple-, 
mented him by the man who for the past twelve years has been state 
dairyman and food commissioner of Oregon, Mr. J. M. Michael,_ whom I 
think you all know. We have tried to build an organization which could 
get and keep the confidence of our public, as we feel that while we produce 
we must look to our own organization to do the marketing, and we must 
look to the public and their good will to build our market. 

We are in a peculiar condition that we are an exporter, an exporter to 
the extent of over half of the products produced in our zone. We have 
found many problems along the lines of exporting problerns, grading, 
standardization, bringing our products up to standard, advertising. Inci- 
dentally we deduct one-half of one per cent from the gross turn-over of the 
organization monthly, and set it aside for an advertising fund, which fund 
we use first on one class of products in one market and then on another, 
using our co-operative efforts to bring about the installation of certain 
brands in certain markets. 

We have as an example in .the eight months of our operation, that the 
average per cent of first grade cheese out of our factories from 42 per cent 
to 94 per cent, first grade, in eight months, and our grading system is more 
severe today than it was when we started. As our cheese inspector and ' 
grade inspector we selected the best man we could find in the state, and 
paid him the price we had to to get him. We are building on that basis. 

Member: Could you afford to go ahead and hire that type of man 
without an ironclad contract? 

Mr. Hall: No, we could not. We could not hire the kind of men that 
we must have to put over a successful organization of this kind. Neither 
could we handle our financing satisfactorily and in a large enough way 
to provide ourselves with ample manufacturing facilities, without having 
an ironclad five and a half year contract. 

I want to say just a word in connection with that contract. When we 
started on the contract — it is virtually a copy of the California Co-operative 
Contract, or California Danish, as it is sometimes called — in starting that 
we had neither laws nor precedent in our state, and naturally within three 
days after we started operating under that contract, the dealers doubted 
whether that contract was valid or not. The members did not doubt it. 
We did not doubt it. The general public did not doubt it, but the dealers 
did. We had to go through a long, tedious process, and a good fight, and 
a series of legal proceedings. We have our contract finally on the way to 
a final decision. We hope within a very few days to have a decision as 
to the absolute validity of the contract. In the meantime, pending the 
time that this was in court, we succeeded in getting through our State 
Legislature a law which is parallel to our contract, which is our contract, 
if you want to put it that way. It is a law under which a purchase, non- 
profit, non-capital stock, co-operative marketing association may operate 
and not be in restraint of trade and not be against the public policy of the 
State of Oregon. That law on our statute books becomes effective the 2Sth 
day of next month, and with that in view, with the decisions in other states 
on this same contract, we will have by the 2Sth of May, I think, both 
law and precedent guaranteeing the stability of our five and a half year 
contract. 

Member: Do- you market your products under state brands? 

Mr. Hall: Yes, entirely. Our state factories' number is used, and the 
state's brand number, and our distinctive branding. Our newly copyrighted 
brand which we have put on our products is being used, but we do not 
exploit the name of our association nor the individual names of our factories 
in our products. In other words, we are trying to get out, we are making 
at the rate of about 6,000,000 pounds of cheese this year, we are trying to 
get out a product so standardized that we can put the products from any 
of our factories into any given market. 

Member: Would you consider the system of marketing the milk 
through the grocery stores to be practical? Generally introduced? 

Mr. Hall: I feel it is practical to this extent, as Mr. Clover of "Hoard's 
Dairymen," who visited us and made an extensive study of our organiza- 
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tion some time ago remarked: "You have a wonderful organization, but 
where are your weapons?" I consider that the grocery store as j. market- 
ing organization is practical insofar as it gives us a definite weapon whereby 
we can hold the dealers spread within at least 6 cents, because he can't 
sell to the public within 1 cent of what the grocery can and get by with 
it. I consider the grocery practical as a weapon of that sort. As a perma- 
nent and whole distribution system I don't think it will ever be in existance, 
but it will always be the weapon by which we can hold the other man down 
to a, reasonable distributing margin without going into long negotiation. 

Member: Just during war time that you recommend it? 

Mr. Hall: Just during war time that I recommend the grocery store 
method, but the late President Roosevelt says, "In time of peace get your 
weapons polished." Any other uqestions? Thank you, Mr. Chairman. 

Chairman Coverdale: We will next hear from Mr. W. S. Wise, from 
the Dairymen's Co-operative Sales Company, of Pittsburgh. Mr. Wise. 

THE PITTSBURGH PLAN 
By W. S. Wise 
Mr. Wise: Mr. Chairman, and Gentlemen: I regret very much that 
I have to appear before you, that Mr. Place, who was to speak to you, was 
detained unavoidedly by sickness in his family, and that the map that was 
prepared for the PittslDurgh district also failed to make its appearance. 
And therefore I am here as a substitute, and your experience with sub- 
stitutes has been so recent that it is hardly necessary to remind you that 
they were most mighty unsatisfactory. 

The Dairymen's Co-operative Sales Company of Pittsburgh was incor- 
porated in 1918, and the; incorporation was the result of a fight that grew 
out of a previous organization, or association . of milk producers in that 
territory, which attempted to, through negotiations with the dealers, secure 
satisfactorv price, and not being able to do so, in August of 1917, .they had 
a milk strike which lasted for a period' of thirty days, neither party b^ng 
willing to give in, until at the end of that time the governor of the Tri- 
State Milk Co. of Pennsylvania was called in to act as arbitrator and settle 
the dispute. 

Somebody has told me the best way to get a satisfactory workmg 
agreement with an enemy is to have a real good fight to a finish. Those 
of you who have tried that method out with your wives know whether 
it is satisfactory or not. I can't answer for that, but I know in this case 
it seemed to work out to our advantage.' We had a fight to a finish. We 
called in these people, five in number, to act as arbitrators m the matter, 
of whom Dr. Clyde L. King of Philadelphia, the University of Pennsyl- 
vania Philadelphia, was chairman, and as a result of that arbitration we 
• still continued to work on a basis of mutual co-operation with Dr. King 
as arbitrator, sitting in at the monthly conferences, at. which the price 
of milk is fixed for the producers and also the consumers. , 

During the first period the consumers were not represented, the con- 
ferences bling entirely between the representatives of the producers organ- 
ization and the distributors. After a time the consumers organization in 
pfttsburgh was represented, and added very materially to the workmg 
out of the prices for the producers. In regard to the co-operation existing 
between the producers and distributors in our district, I. want to say that 
we certainly would have fallen down m very many instances if it had 
not been for the -good offices of the consumers organization, _ _ 

At first they were very antagonistic. They were so antagomstic, in 

fact that two years ago, at a meeting during which time the Pennsylvama 

egslature was in session, a. committee of these same consumes appeared 

before the legislature of Pennsylvania m an attempt to secure legislation 

''"%nVy°ear'a^i^Sngt"the good pfiices of the Farm Bureau of Alle- 
ehenv Countv in which Pittsburgh is situated, this same consumers organ- 
fzatPon or ?he representatives of this same consumers' orgamzation, started 
■ a m°lk campaign which was fostered, and to a large ex ent financed, by 
?hSi and I think it has been one of the most successful milk campaigns 
inThe entire country, certainly one of the most successful that was 
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inaugurated by the consumers themselves. Since that time and during 
the present year the consumers' organization has assisted very mate- 
rially, no{ only in co-operating, in maintaining the price, as that was 
especially true in December last when milk prices were dropping in all 
sections of the country, and the consumers, upon the matter being pre- 
sented to them that the producers were suffering from not ^being_ able to 
secure the price that they should receive, owing to the high prices incurred 
by them in their operation, they very generously consented to an increased 
price rather than drop the price at the expense of the producers. 

Now in regard to the form of our organization. It is a stock com- 
pany, organized under the State of Ohio, and permits the organization 
to engage in nearly all the activities that would be necessary to conduct 
a manufacturing and distributing business, limiting it, however, to conduct- 
ing these operations without profit, limiting it to the actual cost of opera- 
tion. It has never attempted to exercise any of these functions, however, 
and is only operated as a bargaining agency. This perhaps has been due 
to the fact' that after this first fight the relations with the distributors 
have been so friendly that we have not felt it necessary to engage in any 
of the activities that the other marketing organizations have presented to 
you here, today. 

We feel that when any marketing association, when any distributor 
so limits his profits, conducts his operations in such an economical manner, 
both the consumer and the producer are not being imposed upon, as to 
price, and are getting .their fair share of what is coming to them, that it is 
not necessary for a producers' organization to engag:e in a marketing 
enterprise. 

If conditions "were as have been described elsewhere, if the distributors 
had endeavored to obtain undue profit in their operation, if they had 
attempted to depress prices to the producers, then our history might have 
been different. 

The prices made in every case take care of the surplus. We feel that 
as long as the distributor takes care of this surplus in a satisfactory manner 
and conducts his operations efficiently, that it is not necessary for us to 
engage in a proposition of that kind, that we probably would not be able, 
we would probably not be able to conduct our operations as efficiently as 
they do. Therefore we have, after the first initial experience, when a few 
cheese factories were erected in different sections of the district, we have 
not attempted to engage in any of these operations. 

Our governing board is five directors elected by the stockholders at 
its annual meeting held in June of each year. The stockholders also have 
another body, an advisory body, of which one is elected for each SO mem- 
bers or major portion thereof, from each local organization. These 
advisory members meet four times in each year, and with the board of 
directors, discuss problems that are vital to the interests of the organiza- 
tion. They gre supposed to instruct the directors in matters that concern 
them, and the directors, as a rule, have carried out their instructions. We 
feel that by adopting this method we have a very democratic organization, 
one that gets right back to the fellow that produces the milk, back at home, 
and enables him to have a voice in the proceedings at all times. 

Of course, this might not be practical in a large organization. We 
have at the present time between 9,000 and 10,000 members, and our terri- 
tory covers approximately 150 miles in length and perhaps 75 miles in 
width. It is a limited area, and contributes milk entirely to the Pittsburgh- 
district. It includes other towns, Youngstown, Miller, Warren, Ashtabula, 
Conneaut and Wheeling in West Virginia, covering three states. 

I think, Mr. Chairman, that practically covers our organization, and 
I know that after listening to the descriptions of so many organizations 
you will be relieved to know that I am not going to take up any more of 
your time. Thank you. 

Chairman Coverdale: We ask Mr. Larsen of the Illinois Agricultural 
Association to tell us something about the Dairy Products Marketing 
Department. 
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THE ILLINOIS PLAN 
By C. Larsen 

Mr. Larsen: Mr. Chairman and Gentlemen: As most of you know, 
the Ilhnois Agricultural Association has created a Dairy Marketing Depart- 
ment, the chief purpose of which is to help or assist the milk producers 
throughout the state to become organized, so as to market their own prod- 
ucts in an intelligent and systematic manner, and I want to tell briefly 
of the plans which we are endorsing and putting into practice. 

Plan of Milk Marketing Organization 

I. General Organization Plan 

1. Organization for large cities. 

2. Organization for smaller cities. 

3. Scattered milk territory. 

4. State sales organization. 
II. Specific Plans of Organization 

1. Co-operative and representative from beginning to end. 

2. Provide ample finances. 

3. Secure milk contracts. 

4. Well equipped surplus plants. 

Plan of Milk Marketing Organization 
No one plan of milk marketing organization can be applied in all details 
every-where. Conditions vary and the relative importance of the purposes 
to be accomplished will vary. 

General Organization Plan 

Viewing the general organization plan as a whole and as now prac- 
ticed and endorsed by the Illinois Agricultural Association, same may be 
classed under three main heads: 

First, organization of the milk producing territory tributary to the 
milk supply of large cities. 

Second, organization of the districts supplying milk for cities of about 
fifty thousand inhabitants or less. 

Third, organization of the milk producing territory more scattered 
and more suited to creameries, cheeseries and small condenseries. 

Organization for Large Cities 

In the larger cities there are already well established, well financed and 
well equipped companies for the distribution of milk to the consumers. 
In these cities it is not considered a good plan for the co-operative milk 
marketing companies, for the present at least, to attempt to distribute 
the milk. 

The milk producers organize chiefly, first, to handle and manufacture 
the surplus milk more economically than can the distributors; second, to 
supply a uniform supply of fresh milk of high quality for the distributors 
and thus prevent old milk from being delivered to the consumers; third, 
to strengthen their selling or bargaining position; fourth, to insure a 
dependable and stable milk market; fifth, to prevent difficulties so likely to 
arise in the many transactions between producer and consumer; and sixth, 
to be in a position to give the best publicity possible to milk as a food 
and encourage increased consumption. 

How far a milk marketing organization of a large city should extend 
its activities out into the milk producing field is a question. In most 
instances in the central west, the special market milk producing territory 
ceases at about one hundred miles from the city. In such places it is 
reasonably clear that the marketing association should include the whole 
territory under one management. 

In other cases the milk producing territory is continuous for several 
hundred miles in several directions from the city. Though the milk in the 
outlying territory may not have been used for the city supply, it is never- 
theless present in right quality and quantity to be used for city purposes. 
In such instances, it appears that separate local organizations in the out- 
lying milk producing territory, or separate pools under the same general 
management, will serve the' milk producers better than will a continuous 
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branching out or extension of the one marketing organization. In other 
words, there is a limit to which one -organization can spread and still serve 
its membership co-operatively and satisfactorily. 

Organizations for Smaller Cities 

The second field includes the territory near the cities having a popula- 
tion of about fifty thousand and less. Some of these cities have poor milk 
distributing systems. The milk producers usually do a considerable part 
of it themselves. Some of these cities have no milk ordinances, and_ if 
they have them little attention is given to their enforcement. In cities 
of this size, there is a great opportunity to improve the quality of market 
milk through businesslike methods of distribution. 

The conditions of the milk supply largely determine whether the co-op- 
erative milk marketing company should sell to dealers only, or whether it 
should do the distributing also. In one city of Illinois, having a popula- 
tion of about twenty thousand, a co-operative milk marketing company was 
organized. The milk distribution was already in good hands and the dis- 
tributors were willing to co-operate with the organized milk producers. 
In another city of about thirty-seven thousand inhabitants, milk producers 
and many small milk venders were in the business of distributing milk. 
Here it was thought best that the milk producers should do the distribut- 
ing also. 

Scattered Milk Territory 
The third territory comprises the milk producers who are interested in 
general farming. It may include territory producing milk for condensed 
milk plants, cheeseries, creameries and cream stations. In order that the 
whole dairy industry may market intelligently it is important that this field 
be organized also. 

This territory should be organized to help the milk producers, and 
not for the primary purpose of keeping that milk away from the larger 
cities. We must not lose sight of the fact that the price of milk is influ- 
enced by several factors, such as, value of butter, cheese, condensed milk 
and other dairy products; competition of milk with other food products 
at given prices; cost of producing milk; cost of distributing milk; buying 
power of the dealers, and selling' power of the producers. All of these 
factors will continuously influence the price of milk and therefore should 
be carefully considered in the orderly and systematic marketing of all milk, 
no matter' in what territory it is produced. 

State Sales Organization 

Eventually it is hoped that these various co-operative daily marketing 
organizations may form a state sales organization. These various co-opera- 
tive organizations should manufacture products of better quality than does 
the average plant at the present time. This high quality and dependable 
supply should create outlets at good prices. 

Specific Plans of Organization 

In the organization of a co-operative milk marketing association at 
least five factors are considered fundamental. 

Co-operative from Beginning to End 

First, the milk marketing company should be completely co-operative. 
There should be a distinct need in the community for such an organization. 
The milk producers should be interested. They should feel that they are a 
part of the organization. If they do not, the marketing company will not 
have maximum success. The future success of the milk marketing com- 
pany must be measured by the intelligent and interested shareholders, and 
not by the indifferent and less interested members. The more co-operative 
and the more representative a marketing organization is made the more 
complete will be the interest of its members and the more strength the 
organization will have. 

Under the co-operative law of Illinois it is possible for a few men 
with little capital to organize a co-operative marketing company, elect their 
officers and shape the policies and then proceed to secure the membership 
of the mass of milk producers. In this manner a ring of self-appointed 
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leaders can head the organization, but they probably will not succeed 
well in holding a big marketing association together. Our plan is to sell 
shares to as many as possible and then call a meeting of all of the sub- 
scribers to elect a board of directors and approve by-laws and policies. 
In this manner the organization is made more representative and the milk 
producers are more likely to become real interested and remain interested 
and loyal. 

Further, the co-operative plan provides for one pool and the same 
price to all at central market for like grades and quality. It is in this 
connection that most difficulties iij co-operative milk marketing arise. We 
beheve the principle of one price and one pool in one organization is 
correct, difference in transportation considered. However, local conditions 
may necessitate a partial deviation. 

Provide Ample Finances 

Second, it is important to plan for ample finances. Make capitaliza- 
tion plenty large the first time. The stock which cannot be sold may be 
held as treasury stock and sold later. A successful marketing organization 
will expand. The capitalization should not be less than $1 per pound of 
milk to be handled daily. Further, we believe that the par value of each 
share of stock should not be less than $100. It is true there are small 
producers who feel they cannot afford to invest that much. Such milk 
producers must either stay out of the marketing company or invest the 
$100. _ It may be said that if the value of each share is $25 or $S0 then 
practically all of the smaller milk producers will subscribe for at least 
one share and the larger milk producers can take several shares. In prac- 
tice it does not seem to work out this way. Most milk producers, whether 
they are able or not, will take only one share. If the value of each share 
is $100 a certain number of milk producers will subscribe. Later on terms 
of payment can be given and those who would have subscribed at the lower 
par value will subscribe at the higher par value when terms of payment 
are given. Milk producers soon learn to understand that a $100 investment 
for marketing their farm products is very small as compared with the 
investment in production. 

The securing of the stock is done systematically. The county farm 
bureaus co-operate. Just previous to the stock soliciting the farm adviser 
or county agent plans and advertises advance meetings of milk producers. 
Local farm leaders and leaders of the stock selling force explain the pur- 
poses and plans of the marketing association. 

Insofar as possible all plans for the soliciting are perfected at this 
meeting. The routes are laid out; the names of milk producers on each 
route are listed; the names of auto drivers for the solicitors on definite 
dates are secured, and the solicitors or canvassers are then fitted in to 
this program. The driver is a local man. The solicitor with him is a 
farmer and experienced in canvassing and represents the Illinois Agricul- 
tural Association. Our solicitors sold over $200,000 worth of stock and 
secured more than 3,000 five-year milk contracts in about two months' time. 

There should be ample money with which to secure well equipped 
plants for receiving, weighing and testing all of the milk and for handling 
and manufacturing the surplus milk without going into debt. The psy- 
chology of the marketing organization is largely shaped around the finances. 
If an organization is in debt, if its credit is poor, if the meetings of the 
directors and stockholders have to be devoted chiefly to figuring out some 
way of raising money for meeting certain deficiencies, and if the milk 
producers cannot receive their full pay promptly, the work of the organiza- 
tion is generally handicapped, and much difficulty will be experienced in 
making contracts for the sale of products. 

There is nothing so effective in dampening the interest in any organ- 
ization as to be financially distressed. It is a mistake to promise a busi- 
ness and then trust to loyal support of milk producers and good luck to 
finance it. Finance the enterprise first, if possible, and then invest accord- 
ing to immediate, needs and according to the purse, and always have a 
"nest egg" left. If the annual report to the stockholders can show that 
property is paid for, and that there are several thousand dollars in the 
treasury, the psychological effect is good. Nobody cares to have anything 
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to do with an organization that is always financially embarrassed. Such 
an organization has difficulties in securing a good board of directors, good 
management, and to secure enthusiastic support from the patrons and stock- 
holders. On the other hand, if the finances are in good shape and some 
reserve on hand, an atmosphere of interest and enthusiasm permeates the 
entire organization. In planning for a marketing organization there is noth- 
ing more important than to provide for ample financing, and then select 
conservative management who will not promote beyond ability to pay and 
beyond ability to keep proper records of all transactions. 

Secure Milk Contracts 

Third, secure contracts from milk producers to market milk through 
the organization for a term of years. If possible, the marketing company 
should secure contracts to handle not less than about 80- per cent of the 
milk in the tributary territory. This means not less than 80 per cent of 
each and all shipping points, and not 80 per cent of the milk in the 
territory. 

Our experience has been that it is easier to secure milk contracts than 
it is to secure the stock subscriptions. 

The marketing company should have the selling of sufficient milk so 
as to supply the dealers with all milk needed by them. A total supply 
contract rather than a pound contract should be secured from the dealers. 

Without quantity 'of milk the selling power is diminished and may 
even be paralyzed. The buying power of the dealers is usually united. 
To make the law of supply and demand act fairly, the selling power of a 
' milk marketing organization should be about on the level with the buying 
power of the dealers. This cannot obtain unless the marketing association 
actually has the sale of about 80 per cent of the milk produced in the 
tributary territory. 

Well Equipped Surplus Plants 

Fourth, the plans also provide facilities for handling and manufactur- 
ing the surplus milk. So far, the plans have provided only for manufac- 
turing butter and cheese and for the sale of sweet cream. It may be nec- 
essary to include the manufacturing of condensed milk and ice crearri and 
even powdered milk. When a milk marketing organization begins to manu- 
facture surplus milk, it is considered safer to manufacture the more staple 
and standard products, such as butter and cheese, and to sell sweet cream 
to ice cream manufacturers. 

To equip for manufacturing condensed milk, powdered milk and ice 
cream is expensive, and the details of manufacture are more numerous 
and more vital. A high type of sales organition is also required. Both 
of these conditions do not fit in well with the operation of a newly organ- 
ized co-operative marketing association. 

The surplus milk can be manufactured into a very high quality of 
butter and cheese which will demand the highest possible price. High 
quality should be the watchword of any milk producers' marketing asso- 
ciation. 

When enough of this high quality product is manufactured, a special 
market may be created and the co-operative selling of the variotis market- 
ing associations on the terminal market should prove profitable. 

It is very important that these surplus plants be located so as to serve 
the greatest number of milk producers and the largest volume of milk, 
and not located according to the "pull" of certain' directors of the market- 
ing company. 

If the milk producers will co-operate, if they will back the marketing 
program with money, if they will hire the best of management, and pro- 
duce and manufacture high quality of products, I see no reason why the 
co-operative milk marketing plan should not be a great improvement over 
the old individual uncertain method of marketing milk. 

Mr. Miller: Professor Larsen has given us a very comprehensive 
document, which I am sure we will appreciate. Might I ask if this plan 
of organization is to be state-wide, or for only in the unorganized part 
of the state? 
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Mr. Larsen: Well, I would say state-wide, as soon as we get organ- 
izatioiis in the different parts of the state. The organization of market- 
ing milk companies is not complete by any means. There is a large field 
left, but we certainly hope to make it a state-wide organization. Does 
that answer your question? 

Mr. Miller: Yes Just one other thought, in order to clarify my own 
thought. What is the plan, under the state-wide organization, as to the 
functioning of the present organizations within the state? 

Mr. Larsen: Well, as I understand it, there is no one organization 
now. There are several. We believe that it will be to their mutual advan- 
tage to later co-operate in a mutual marketing of at least their by-products 
if not the formation of a state change. We have not thought, as yet, bf 
these plans, but if it is advantageous for two thousand farm'ers in one 
community to co-operate, two thousand milk producers, why should it not 
be still more advantageous for a hundred thousand farmers or milk pro- 
ducers to co-operate in the sale of the product? 

Mr, Hull: If I've got it right, got the right idea from your paper, 
you are advising various committees to organize them. You federate those? 

Mr. Larsen: So to speak, yes, that is the plan. 

Member: Is it out of order to ask one of the earlier speakers a ques- 
tion? I would like to ask Mr. Leonard of the Twin Cities Company a 
question. Is he present? 

Mr. Leonard: Yes. 

Member: Mr. Leonard, you have in the Twin Cities a situation fiot 
touched upon here today. The milk drivers of your city are organized 
and doing the part of the distributing organization, are they not? Will 
you please tell us something about that? 

Mr. Leonard: I think I can do that in. a very brief time. The propo- 
sition mentioned has nothing to do with our organization directly, I w^nt 
you to understand that. A short time ago the milk drivers and the dealers 
in Minneapolis had a controversy. The drivers called it a lock-out and 
the dealers called it a strike. Anyhow, they could not agree. As a result, 
the drivers went into the distribution business. They said if they could 
not work for the dealers they would peddle the milk, and then they put 
$100,000 into a building, bought modern equipment, and a month ago started 
up. They did not buy any business and now they are running forty wagons, 
you might say, mopping up the city as they go. They are practically get- 
tig everybody in the territory where they operate. I understand their only 
difficulty is to get wagons enough to carry on the business. They told me 
a few days ago they had ten wagons coming, and as soon as . they got 
there they would order another ten, and I understood they were only oper- 
ating in a third of the city. 

They are buying 40,000 pounds of milk a day, all their cream and 
butter from us, and they are only four weeks old. They have an invest- 
ment of $150,000 in a business that is worth $500,000. What the outcome 
will be I know no better than you. 

Chairman Coverdale: Are there any more questions anybody would 
like to ask? If not, we have in this whole marketing problem a matter 
of the towns of 5,000 up to 100,000. We have Mr. Lingenfelter, of Des 
Moines, Iowa, here, and we would like to hear from him at this time. 

Mr. Lingenfelter: Mr. Chairman and Gentlemen: We are not in a 
milk state, as it were, down in Des Moines, in the fluid milk market, like 
some of the rest of you people, and we are only handling milk in a 

small way. 

Necessity is not only the mother of invention, but it also prompts 
concerted action. Individual effort, corning in contact with organized 
activities, operates under a serious handicap. A man working alone can 
produce, but marketing his products presents an entirely different problem. 

Dairy interests in the vicinity of Des Moines were laboring under 
serious impediments because there was no system of marketing that enabled 
a uniform procedure. Milk dealers were thoroughly organized, and this 
only made it harder for the producer. He had no way of approaching 
those who sought his products except as he went alone. To confront a 
well organized traffic with neither authority nor initiative meant failure. 
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Collective bargaining was suggested as the "proper method of meeting 
an organized purchasing body, and acting on this theory milk producers 
were summoned to action. A meeting was held and an organization effected 
in order that the fellow having milk to sell might be on an equal footing 
with those who reached the- ultimate consumer with his product. _A com- 
pact organization resulted. OfiScers were chosen and a plan of action was 
outlined. The method was popular from the beginning and dairymen were 
anxious to procure membership. 

When the new order of things was announced there was a loud wail 
from those who professed to see in the organization an effort to set at 
naught the restrictions against collective price fixing, as provided in the 
Sherman anti-trust law and some state enactments. The attorney general 
of Iowa got wonderfully interested and indictments were threatened. _ With 
such a greeting the dairymen who had been the victims of an organization 
that dictated prices, set up standards of purity and dominated both quality 
and quantity of the milk offered, were naturally non-plussed. They sought 
legal advice, and after numerous meetings and conferences a plan of action 
was finally formulated which resulted in the organization of a stock com- 
pany, duly incorporated under the laws of the state, under the title of 
the Iowa Dairy Marketing Association. This organization was effected 
in 1917, and from its inception it proved both popular and profitable. 

The capital stock of the corporation was fixed at $25,000, divided into 
shares of $1.00 each, with a provision that no one member could secure 
more than 50 shares. This Umitation prevented any one person from 
exerting undue power and authority in the organization and it served to 
distribute the financial investment among a large membership, and this 
greatly stimulated interest in the corporation. Numbers rather than money 
was the slogan from the beginning, and the result has been a widening 
of influence and an increase in prestige. The larger the membership the 
greater the interest, and the small price placed upon each share of stock 
has distributed the financial investment and popularized the movement. 
Membership is restricted to farmers or farm owners, -and care has been 
taken to see that no outside influences secured any of the stock. 

After securing a membership of 135 the first contracts were made with 
the dealers. As the newly formed plan was tried out its popularity extended. 
Dairymen began to talk about it, and as the information concerning the 
new marketing system spread there was a rush for membership. Dairymen 
in remote sections of the state made inquiry and committees were sent 
to Des Moines to learn of the newly organized plan. The result has been 
a widening of the influence of the organization until now there is a mem- 
bership of 2,014. Of this number about 1,000 are tributary to Des Moines, 
and the funds that these contribute go into the treasury of the local 
organization. 

The general plan followed is not without interest and it was adopted 
after numerous conferences and experiments. Changes were made from 
time to time until there was evolved a workable scheme. As previously 
stated, stock is sold to farmers at $100 per share, but those selling milk in 
Des Moines must purchase five shares. Upon the purchase of this stock 
the farmer is required to sign a contract by which he makes the organ- 
ization his marketing agent. In order to make for permanency the agency 
control is self-renewing, coexisting with the life of the association, which 
was given when the articles of incorporation were filed, at 30 years. The 
association markets the milk for the farmer, making sale contracts, for 
which service a commission of 5 cents for each 100 pounds of milk marketed 
is exacted. It should be noted that no commission is collected only on 
milk actually going to the market. This commission of 5 cents per 100 
pounds is deducted by the milk dealer who purchases the product, when 
payment is made and is turned over to the treasurer of the association by ' ' 
the dealer. A contract jointly signed makes this binding, and it is work- 
ing in a most satisfactory way, all parties to the agreement being well 
pleased with the plan. 

The question naturally arises, what is done with this money. Well, 
both the proceeds from the sale of stock and from commissions are used 
in financing the enterprise. When it is taken into account that the busi- 
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ness in the course of a year runs into the hundreds of thousands of dollars 
and that the profits that accrue because of the presence and workable plan 
of the association the business is handled at a very small outlay It is 
conservatively estimated that since the organization of the association in 
1917 the membership has profited more than a million dollars in excess of 
prices that would have been received before there was an organization 
and each dairyman did business on his own individual account 

But some will ask about the contracts that are made between the 
membership and the association as to marketing restrictions and obliga- 
tions. The query is both timely and practical. Here is the plan- What 
is known as a milk consignment contract of the Iowa Dairy Marketing 
Association is drawn up and duly signed by both parties to the contract 
the organization being the party of the first part, the salient features of 
the contract being as follows: 

The party of the second part hereby agrees to consign for a term 
of years, to the party of the first part as agent, for sale, all milk produced 
on the farms controlled by the party of the second part except such milk 
as is required for home, farm or local consumption for and during the terin 
beginning at a given date and thereafter for three-month periods, unless 
thirty days' notice is given in writing by either party before the expira- 
tion of any contract period, and agrees to deliver said milk pure and 
unadulterated in condition suitable for sale in the city of Des Moines or 
other markets to such shipping- stations, condenseries, milk plants, cream- 
eries, cheese factories or other dairy marketing and distributing plants or 
buyers of mjlk and dairy products, as may be designated by the party of 
the first part, or if the party of the first part should be unable to sell or 
otherwise dispose of the said milk during any portion of the contract 
period, said party of the second part should be so notified, and in such 
an emergency it shall be optional to the party of the second part to manu- 
facture said milk into milk products at home or otherwise dispose of said 
milk, when said notice thereof is given, in no event be considered a breach 
of or failure to perform this contract, 

The party of the first part agrees, as such agent of second party, to 
dispose of the said milk consigned to it by the second party to the best 
advantage possible and to remit the proceeds, less the commission herein- 
after mentioned, and at its option may authorize the purchasers of milk 
from it to pay direct to the party of the second part all of the purchase 
money. 

It is agreed that the party of the first part shall receive a commis- 
sion, from the proceeds of the sales, of five cents for each hundred pounds 
of milk sold during the term pf this contract, and the said commission shall 
be deducted from the proceeds of sales. 

It is mutually agreed that in case either party fails to perform the 
agreements herein to be performed, the party so failing shall pay to the 
other the sum of thirty-five dollars, which is Jier'eby agreed upon by the 
parties hereto as liquidated damages for such failure, and that the same shall 
in no event be considered a penalty. 

There is also a rigid contract between the Iowa Dairy Marketing Asso- 
ciation and the second party to the deal spoken of for convenience as the 
buyer. The subject of quality, tests and general sanitary condition of 
equipment and handling are considered. Provision is made for inspection, 
grading and handling. Care of milk cans and containers is outlined quite 
fully. In case of disputes as to quality, grading or inspection appeal is 
to be taken to the state dairy and food- commissioner. The method of 
payment and the general responsibility of each party to the contract is 
considered. An average of four tests made by the state dairy and food 
commissioner is to be the basis of payment for the two weeks' period in 
which tests are made. 

The main ofiice of the association is located in Des Moines. The 
officers consist of a president, vice-president, secretary-treasurer and gen- 
eral manager. The business is largely under the control of a board of five 
directors chosen from the membership, and these directors serve without 
salary but receive per diem and mileage when on actual duty. The direc- 
torate elects the officers. The secretary-treasurer and general manager 
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receive salaries, but the president and vice-president receive only the com- 
pensation allowed the directors. Meetings of the board of directors are 
held quarterly, but may be convened when important business requires. 
There are auxiliary organizations or locals in different sections of the state, 
such as at Sioux City, Dubuque, Waterloo, Oskaloosa and Marshalltown. 
Local agents at these points act for the parent organization and are 
appointed from th,e home office in Des Mones. All business is transacted 
at local points and managed by a local advisory board. The home office 
makes no charges for its services. All money, except that received from 
sale of stock, is kept at the local agency. The gross volume of business 
from sales going through the home office in the course of a year is quite 
large. 

Cost plus plans are not considered, but efforts are made to obtain_ the 
highest possible price. Careful study is made constantly of conditions 
affecting the milk industry. Special stress is laid upon the importance of 
tuberculin tests. A recent legislative enactment permits town and city 
councils to insist not only upon this treatment of all animals from whom 
milk is offered for sale within the municip"ality, but compulsory pasteuriza- 
tion may also be required. An effort is constantly made to encourage the 
testing of cows as to amount and quality of the milk flow, in order that 
unprofitable milkers may be weeded out. The organization issues a 
monthly bulletin of four pages, three columns to the page, which goes to 
all of the members, and it is through this medium that various reforms 
and live dairy themes are suggested to the membership. 

A premium is offered for high testing milk. Milk is soW on a basis 
of 3.S per cent butter fat, and the farmer who produces a better grade 
than this receives a premium of S per cent per point for all in excess of 
this test, but if his product falls below this test he forfeits five cents for 
each point represented in depreciation. All milk is delivered without extra 
expense to the buyer or dealer. Payment is made every two weeks, begin- 
ning with the first and extending to the iSth and from the 16th to the 
end of the month, five days being allowed for the preparation of the 
payroll, but payments are supposedly made on the Sth and 20th of each 
month. 

No attempt is made to control the hauling or shipping of milk. This 
is left wholly with the producer. Our present method is to sell all of 
the milk to the distributor that he requires in his business, either at whole- 
sale or retail. The remainder that is not required by the distributor is 
either kept at home or is sold to cream stations, the butter fat content 
predicated on New York extras, plus 25 cents per hundred for skim milk. 
Dealer is to notify farmer when his milk is not required. At present one 
day's milk supply withdrawn from market keeps the market well supplied. 

It is impossible to cover all of the intricate details that experience 
has brought to the surface during the four years of our existence in a 
paper such as this, but we iiave endeavored to cover the high places and 
to give the leading features of our methods of marketing. The strongest 
appeal that can be made in behalf of the association is that it is popular 
with the milk producers in general, the milk dealers and the consuming 
public. The fairness of all parties concerned and the general acceptance 
of the justness of the contracts are strong points in 'favor of organized 
system in production and marketing. It disarms suspicion, stimulates good 
feeling and exalts the square deal. 

To say that we have an entirely satisfied membership would be saying 
too much. We have our little troubles just like all the rest of you, and 
sometimes they are quite important. At other times they are not. Our 
great trouble we find largely with the little producer. Probably that is the 
experience of most of you men everywhere. If we could take care of 
that fellow and make him satisfied, we would be happy. We have not a 
complete solution of this marketing situation, gentlemen. Ours is more of 
a schooling, as it were, to educate these men, these farmers, to work 
together When we get men so that we can hold them in line, hold them 
together, then we feel that we are ready for a larger undertaking. But 
at present, in our limited way, in our limited production and limited mar- 
kets, we feel that this is the important thing for us, while it might not 
be for you people. I thank you. 
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Member: What is the difference between the price the producer gets 
and the price the distributor gets? 

Mr. Lingenfelter: We get $2.40 per hundred pounds for 3.S test. The 
retailers are retaihng at 12c. Wholesale milk is sold at 10c a quart. 

Member: City or receiving stations? . 

Mr. Lingenfelter: F. o. b. Des Moines. I want to say this, that we 
are taking less for milk at this time than we have at any time during our 
organization. There are these things to be said about it. Our people- 
down in Iowa are suffering through hard times. We are not marketing 
our crops. Everybody is holding his corn and wheat and oats. Conse- 
quently, the only thing that we have that is bringing money to our farmers 
is that of milk, and so many men have gone into it, believing they can 
relieve their present conditions in that way, that they have overproduced 
the market, and therefore we are suffering under those conditions. 

Mmbers: I would like to ask the gentleman this point. That Sc a 
point as a premium on rich milk. Was that enough during your years of 
'18, '19 and '20, and is it not too much now? 

Mr. Lingenfelter: That is a question. We simply adopted that, believ- 
ing it to be fair, as nearly as we could. I want to say this, if you will 
pardon me a moment. Our troubles there grow out of the testing of 
milk. We do not test it ourselves, but we have provided in our contract, 
and require the dealer to sign it, that in case of a dispute between the 
farmer and dealer, that the state dairy and food commissioner is to go 
and make four tests for us, and this is to be during any two weeks, and the 
dealer pays upon that. That is our trouble largely. 

Chairman Coverdale: Gentlemen, the chair has a request to make. 
Upon petition of the butter men and the cheese men represented at this 
conference, I am asking permission of this body to enlarge the resolutions 
committee to seven members. When we came to analyze the attendance 
at this meeting we found that perhaps we have overlooked one or two 
phases of this work. The chair is asking this permission at this time. 

Mr. Hull: I move that the request of the chair be granted. 

Seconded. Carried. 

Chairman Coverdale: All in favor make known by saying "aye." 

Carried. 

Chairman Coverdale: I will appoint as the extra members: 

Mr. L. G. Foster, representing the cheese interests; Prof. J. H. Frand- 
sen, representing the butter interests. 

Recess. 

The evening session of the National Dairy Marketing Conference was 
called to order at 7:50 p.m.. May 3, 1921, by Chairman Coverdale. 

Chairman Coverdale: We will continue the afternoon's discussion on 
the milk marketing. One of the associations is the Interstate Association 
of Philadelphia, and we would like to have Mr. Willets tell us something 
about the organization. (Applause.) 

THE PHILADELPHIA PLAN |) 

By F. P. Willets 

Mr. Willets: Mr. Chairman, I want to express our appreciation of 

this gathering, and I believe it will be fruitful of a great deal of good; all 

these gatherings will be very helpful; when we get together and blend 

our ideas we will all learn something from, them, and we appreciate this 

gathering. . . , , . . . 

We, who have been mingling with the various organizations through 
the National Milk Federation, have come in contact with the different 
organizations to such an extent that we almost know their methods. 

Now, when I am speaking of our organization, I might say that it has 
been organized, the Interstate Milk Producers' Association, around Phila- 
delphia, was created something like twenty years ago, but it never seemed 
to have' been able to control the milk situation in and around Philadelphia 
to any extent whatever. It drifted along until some four or five years ago. 

The thought seemed to come to a few of us that it should be of more 
benefit to those who were producing milk. Therefore, we reorganized it 
under a corporation, and have our charter from the State of Delaware, 
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and since that time we have been gathering our members until we have 
now about 15,000, which takes in Philadelphia and Philadelphia milk'-shed. 
We have quite a number of cities in and around Philadelphia come in our 
milk-shed. 

I suppose our manufactured district does not use more than about 12 
per cent or IS per cent of the milk. The rest goes in as whole milk. We 
have just enough of the manufacturers in there to cause us some little 
trouble, and we were simply like they were in other districts. 

Last fall, about the first of October, the manufacturers, or at least the 
condenseries, felt that they could not pay the price they had been paying. 
While they did not close our factory, we did have to make concessions 
to them. We did not have a factory or manufacturing plant closed in our 
district. We did, however, make some concessions to them. 

Now, I want to say a word in reference to our way of handling our 
milk. We are simply a sales agent for our people. They are paying us 
Ic per 100 pounds for our efforts, and we have never had a milk strike. 
I don't know whether our organization would have been stronger if we had, 
but we never felt we were pressed hard enough by the dealers to warrant 
such a strike, and now at this time we are getting along very much better 
with the dealers in the city of Philadelphia than we ever have. We have, 
I believe, the confidence of the dealers. The dealers trust us farther than 
they did when we first commenced to meet them, and I am sure we have 
more confidence in them. 

However, our spread that is being given to the dealers in our district 
is rather small. The margin is not as great as it is in some, and in that 
way we are driving out a great many of the small dealers. We have not 
— I think when we first started we had about seven hundred different 
dealers in the city of Philadelphia alone. Now there are not quite three 
hundred and there are a few of those that ought to get out. There are 
some Jew dealers in there that I think we would be better off without. 
The large dealers are more easily haiidled under our present method than 
the small ones are. 

Our way of handling the milk, or at least our way of meeting a decision 
as to a just price, is a conference with the executive committee of our 
board and with the dealers, and with Dr. Clyde King, whom Mr. Wise 
mentioned as the milk arbitrator of the State of Pennsylvania. Dr. King 
represents the public, and with us he has the confidence of both the public 
and the dealers and the producers. If the dealers and the producers cannot 
agree on a price that is satisfactory, it is altogether left to Dr. King, but 
up to this time we have never had to leave the question openly with him, 
although we have always had him with us when we were making a price 
at a conference. His position was obtained through appointment from the 
governor as milk arbitrator. His expenses are paid by the state. He gets 
no salary. He has the privilege of going to the big dealers' books and 
going over them, seeing what they are doing, and whether their spread is 
large enough or too large. He hands that information to us, not as indi- 
viduals, _ but as a group, the average of the group. We don't know any 
one individual spread. That is not in our province, but we get the general 
idea from him, and the directors the other day wished to continue that 
co-operation, so that is the method that we pursue with our prices, what 
we are doing at the present time. 

One of the things we hope will be a benefit to us in our district is 
an educational campaign. The National Dairy Council, through Mr. Munn 
here, has been there to direct us._ We have two of his young ladies there 
that seem to be taking the lead in giving instructions as to how to work VC: 
it out. That is being financed, one-half by the producers and one-half by 
the dealers, and we expect to spend, during the next year, something like 
$100,000 in an educational campaign, and this is mainly done through the 
schools, women's clubs, and gatherings of that kind. We have spent no 
money whatsoever so far in advertising in the public press, probably will 
have to do a little of it later on. We have not done it as yet. 

This campaign has been on, I think, about two months, has it not, 
Mr. Munn? 

Mr. Munn: Yes, since Feb. 4. 
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Mr. Willets: The campaign was first started in the city of Trenton. 
It was on there for a few weeks, and the dealers, since the campaign, tell 
me their increased sales have been nearly 20 per cent. The campaign is only 
fairly started in Philadelphia. We are branching out into other towns, 
other cities nearby, and we expect to spread all over our district during 
this next year. 

We hope that we can induce the people there to use enough more of 
this milk that the manufacturing interests will be less in our district rather 
than more. We want to use up our milk as much as we can in fluid milk. 

I ^hink that, from what I have learned since coming out here, that here 
in the Middle West is the place where the manufacturers better be, and 
not close to us. I don't know whether you want them here or not, but 
we don't. 

I don't know that I have anything more to say. I have nothing pre- 
pared. If you wish to ask any questions I would be glad to answer them. 

Chairman Coverdale: Has anyone any questions they care to ask Mr. 
Willets? If not, we will pass on to the next organization. We wrote the 
Farmers' Milk Company, of Beaver, Pa., knowing that they had a certain 
type of organization there, and I do not believe that they have a repre- 
sentative here, although Mr. E. B. Heaton has recently visited their organi- 
zation and has looked it over pretty carefully, and we will ask him to 
report on that work. 

Mr. Heaton: I am sorry that I cannot give the story of the situation 
as I found it, like some one who has been interested in it. We were hoping 
that we could have some of the people of Pennsylvania here who are in 
those territories. Mr. Wise here probably can tell about some of them, but 
I do not know whether he lives near one of those companies they have 
or not. Pennsylvania has, in and around Pittsburgh, some seven or eight 
small town milk companies that the farmers own themselves, and in a 
majority of cases, distribute milk. 

That brings us to a question that is of very great importance all over 
this country, and I am afraid that we have 'not appreciated it as we should. 
Mr. Larsen touched on that this afternoon, to some extent. That is the 
matter of the small town milk supply of this country. I was reminded of 
one instance. I was down in Connecticut, the very southern part of Con- 
necticut, carrying on one of these educational campaigns through the 
schools, and the lady in charge of the college there told me that they found 
it impossible to get good milk in a city there, the city of New London, 
quite a good sized city, a seaport town. We have conditions like that in 
a very great many cities over this country. 

I believe personally that we can take care of a lot of our surplus milk 
supply if we will do something in a national way to promote this matter 
of the small town marketing company. We have got to face it some way 
or other. If it is a question of legislation to compel pasteurization of milk, 
we must look into that. If it is a question all together of organizing the 
farmers in this territory, why, that will be the thing to do. The little plant 
they have at Beaver, Pennsylvania, is one illustration of what can be done. 
That is, they might in a suburban town of the City of Pittsburgh. The 
farmers there were doing as they are doing in so many towns in this country 
today, each man individually peddling his milk throughout the city. 

The county agent there, Mr. Dimmitt, told me that at the time they 
started their proposition for a co-operative milk company among the 
farmers, that they found twenty men who were distributing in those small 
towns. They have three towns there that are practically one, with a total 
population of about 15,000. The farmers got together and formed a stock 
company, similar in nature to a co-operative concern, although they found 
it advisable to form a stock company, with fifty dollar shares. At the 
present time they are distributing all of the milk that they can in those 
three towns, have three wagons, and one truck.' They are distributing about 
2,000 quarts a day. This is a small amount, we know, but when we con- 
sider they reduced the drivers from twenty to four, we can see that they 
accomplished a great deal in that way, and they have also furnished the 
people pasteurized milk, and they tell me that people demand that milk 
once they find out what it is. 
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They are also making butter of their surplus; during the months of 
Japuary, this year, and February, they paid 22 per cent over the Pittsburgh 
price for the milk to their stockholders. During March they paid 25 per 
cent over the Pittsburgh price, and they will pay 25 per cent for April. 

They told me that the farmers there think a great deal of it. They say 
the shares can be sold. They can sell more at $60.00 to $65.00 per share. 
The farmers are realizing that they can operate a little plant like this and 
take care of the milk supply for a city of that size. They have seven or 
eight other plants similar to this in Pennsylvania, one at Du Bois, vsrhich has 
been operating for several years. Some of these plants make more Ifutter 
than they distribute market milk, and that brings us to the question that 
I hope will be discussed here, and that is the matter of whether or not, 
where a co-operative creamery is located in a town, whether or not some- 
thing should be done to encourage those people to take over the milk 
supply of the towns. That is a serious proposition, even in the heart of 
our dairy districts. The people in these small towns are not getting as 
good milk as the people in the larger cities, and they are entitled to good 
milk, and it seems to be a question for the farmers to take care of in some 
way or other. 

I am not going to take much time. We have a good many of these 
plants. I cite. the Pennsylvania because they are very good ones, and they 
are in and around one of these bigger marketing companies. This is worth 
discussing. 

We have some of these plants in New England. Mr. Pattee spoke of 
several, and I wish that he would be called on at this time to tell what 
they are doing in the city of Brockton. I was there the other day, and 
found they are doing splendid work; and I believe this is all I will have 
to offer. I would like to see you discuss this matter, as it is a big proposi- 
tion, and more serious than we have ever given it thought. It is a very 
serious condition, not only in the Middle West, but you will find it 
throughout the eastern territories in isolated towns, where, if the people 
are going to have good milk, we have got to make some arrangements to 
furnish them the milk, and I believe we can take care of a lot of our 
surplus in that way. 

Chairman Coverdale: Mr. Pattee, will you tell us something of the 
Brockton situation? 

Mr. Pattee: Mr. Chairman: I have no license to speak or root for 
or represent the Brockton concern. I am, as, of course, we all are in New 
England, more or less familiar with its history and its operation. 

As we understand it, it is the pioneer organization in Eastern New 
England, anyway, of farmers for the purpose of conducting a retail and 
wholesale and manufacturing business. It was organized by a group of 
dairy producers who were dissatisfied with the marketing conditions in 
the city of Brockton, a town then of about 50,000, 20 miles southeast of 
Boston. It started under the leadership or guidance, or, I don't know 
exactly the right word, but sort of guardianship of some of the leading 
business men of the city of Brockton, more especially in one of the iDanks, 
who believed that there was a field for increasing the profit to the farmers 
if they could take over the processes of marketing their own products. It 
was organized as nearly as could be under the Massachusetts law, upon a 
co-operative basis, although it is a stock company. I would not care to be 
quoted as to the details of their financial arrangements. I would not want 
to quote the amount of their capital stock or the size of the shares or those 
details, because I might mistake them. 

In a general way each producer became a stockholder in the company, 
subscribing for stock according to his anticipated production. The invest- 
ment was made then to take care of such anticipated production. A plant 
was established and built with the assistance of the Plymouth Trust Com- 
pany, and the operation of handling milk was undertaken. Like all new 
movements, it had its trials. It met with ups and downs. The theories 
which the business men had advanced as the proper ones upon which to 
operate did not in all cases work out. 

The problem of management, efficient management, was a difficult one, 
so difficult that the showing made was not attractive in its early days, and' 
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they lost some patronage, and it was only measurably successful until within 
the last two years, when they were fortunate enough to secure an excep- 
tionally able man to handle and manage the business affairs. 

Perhaps two things contributed most largely to its early difficulties, 
and to my mind, the most difficult thing was the insistance upon the average 
producer of incorporating his particular ideas in the management. The 
difficulty of getting the individual producer to place his confidence and the 
responsibility for the operation of the concern in the hands of competent, 
trained specialists to run that organization was very pronounced. It was 
difficult to relieve the concern of the individual ideas of its patronage, and 
some were so insistent upon their own ideas of running it that unless those 
ideas could be carried out they declined longer to patronize it, with the 
result that its success was more or less handicapped, but the principle was 
pretty firmly grounded in the_ minds of the be'st men, and they stuck to it, 
until competent and progressive and aggressive management was secured, 
and the proposition began to be more attractive, botli»in the matter of doing 
business well and in making a good financial showing. 

The improvement that has been made in that organization, Mr. Chair- 
man, based on its experience, has largely been one of tightening the business 
control, of concentrating responsibility and power in the hands of the 
management, and subordinating the ideas of the individuals to sound busi- 
ness practices in the methods of handling the product. 

The Brockton Co-operative Company, at Brockton, now does, as we 
understand, about two-thirds of the business of the town. At the start the 
idea seemed to prevail that the thing to do was to charge a round sum for 
milk and to pay out all that it brought to the producers as the return for 
the milk. 

Gradually the management has developed fhe system of running the 
business of distribution to make the business of distributiion pay. Can I 
phrase that a little differently? It is a corporation owned by its patrons, 
and the primary object of its business operation is to make the corpora- 
tion, as such, a profitable corporation, paying its patrons whatever the 
price may be, but reselling its milk, introducing efficiency, doing those'things 
which any corporation would do if it were organized for the purpose of 
making dividends on its investments, running it to make a successful busi- 
ness of the distribution of milk rather than to pay unusual or extraordinary 
prices for milk to the producer, and then if at the end of the year its 
business success had been such as to warrant the declaraton of dividends, 
those dividends declared to a limited extent on the capital and surplus 
earnings, given as a profit sharing dividend on the basis of patronage, so 
far as prices are concerned. The producers company has recently sold its 
milk in the market to the public wholesale, retail, or otherwise, at the gomg 
market prices. There has been some difficulty in establishing those prices, 
but generally this company has so dominated the situation that it has led 
off with prices, and others have fallen in line.' ... 

Within the last few months, the New England organization has per- 
fected one of the branches in the Brockton market, and this company in 
Brockton iust as though it were a proprietory company, is agreeing with 
the sales 'committee of the N. E. M. P. A. for Brockton to pay its farmers a 
certain price for milk, and the resale price is built upon the payment of 
the N E M P A. price in that market, the N. E. M. P. A. price being deter- 
mined by a committee of producers for that market who name the price to 
the co-operative company just the same as they name the price to the pro- 
nrietary dealer. The co-operative company is a merchant in milk. It 
buvs its milk of the farmers, agrees to pay them a certain price, resells that 
at a spread which it sets. The profit in the operation is divided into pay- 
ine reasonable dividends on the investment; second, in laying aside certain 
surpluses in the treasury, and third, distributed as a profit sharing dividend 
to the producers in proportion to their patronage 

It is a success Mr. Chairman, so considered by the business men, by 
the patronizing public, and by the producers in the neighborhood of 

'° Mav"l sav sir that there are similar organizations operating in New- 
port RiL, and Westfield, Mass., in Pittsfield. There are similar organiza- 

55 



tions in the towns mentioned operating upon practically the same basis. 

Chairman Coverdale: Are there any other associations here that have 
not been heard from with their stories as to wherein their organizations 
differ from those that have been mentioned? There ought to be some 
organizations here. 

Mr. Pollock: I am not a representative from any organization, but we 
have one man here that has gone through the fight and been in jail along 
with the rest of them. I think we ought to hear from Professor Erf. 

Chairman Coverdale: Prof. Erf, will you contribute something? 

Prof. Erf: Mr. Chairman: I don't represent any particular organiza- 
tion in Ohio. I just simply boost the situation along and that is all, help 
all the fellows out. 

We have in Ohio 18 individual organizations including, of course, the 
. one that you heard of this afternoon, namely, the Pittsburgh organization, 
or the Dairymen's Co-operative Sales Company. 

Then we have the 'Cleveland organization and the Akron organization, 
all organized under the stock company plan, with the exception of the 
Akron organization, which is on the association plan. 

In Ohio we have had several peculiar conditions. We have had a law 
upon the statute books, known as the Valentine Law, which provided that 
if two or more men, persons, went together for the purpose of lowering 
or raising or in any way influencing the price of a commodity, they were 
liable for not less than $1,000 and not more than one year in the peniten- 
tiary. It was a very drastic law. As a matter of fact, the producers put 
the law upon the statute books some twenty odd years ago to prevent the 
Standard Oil Company from becoming a trust, but they evaded the law 
and, of course, the thing came back at the producers like a boomerang. 

That thing stared us in the face all the time. As I was telling a group 
of men tonight,' I did appear before 22 grand juries in the last couple of 
years, just simply from the fact that I had organized sorne of these folks, 
and that was unlawful in the minds of some of the officials. 

I thought it was a good thing. That is where we differ. As a matter 
of fact, however, some of our gentlemen were thrown in jail, as you recall. 
As a matter of fact, the dairymen had to blaze the way. They had to do 
the pioneer work. They had to create the sentiment for organization. I 
am sure that no other group of men suffered such agony and such conditions 
as the dairymen, all due to a misunderstandingg. 

As a matter of fact, the dairymen were not nearly as drastic as the 
organizations of today, which are accepted as co-operative, perfectly 
harmonious organizations. But that is a matter of education. I am sure 
if the Farm Bureau had been started in those days it would have been in 
a similar plight. 

However, we worked along, tried to have the laws changed, and we 
finally succeeded in putting on the statute books a law that was something 
like, patterned after the New England Co-operative Law, and recently we 
happened to introduce a bill, and it became a law, which is similar to the 
Capper-Volstead Law, providing that any form of organization is permitted, 
co-operative organizations, providing, however, that there is a limitation 
upon the profit. These profits are 8 per cent above the cost of production, 
so you see it is perfectly harmless. There is a further provision that any 
arbitration, or in the face of arbitration, the Utilities Commission is to 
arbitrate. The Utilities Commission is fostered by the Utilities Corpora- 
tion, and they must arbitrate by law on the basis of cost of production plus 
a fair profit, so we think we have got the problem solved today, so that it 
makes it possible to organize legitimately. At any rate, today we are law 
abiding citizens if we organize a milk association or any other farm organi- 
zation. Up to this time we did not feel as though we were law abiding 
citizens. But, owing to the fact that this condition existed, all the different 
companies, with the exception of a few, were incorporated into companies 
to prevent the intrusion of the Valentine Law, but now there is a sentiment 
on hand to change these companies back into associations, and I think some 
of this work will be done. 

We have comparatively few co-operative organizations in Ohio that 
distribute their own milk. I think there are about six in the state. How- 
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ever, we have some very influential bargaining associations, and we feel 
that we should go rather slowly in organizing co-operative organizations. 

I think Mr. Pattee brought out the salient point, that the managing part 
is the important factor, and I want to be frank with you, that the six 
organizations, co-operative organizations, that we have in the state, with 
the probable exception of one, have been a hindrance rather than a benefit. 
Am I telling the truth, Mr. Barker? 
Mr. Barker: That is true. 

Prof. Erf: You had some experience, Mr. Barker, as president of the 
Akron association. You have one of these co-operative organiiations to 
deal with. 

Member: Will you please repeat that sentence once more? 
Prof. Erf: It does not ^ound well, but it is the gospel truth. The 
co-operative organizations in our state, as they are organized, small, are 
rather a hindrance to raising the price, understand, in getting an increased 
price for the farmers rather than the other straight companies in the 
bargaining organizations. 

That is, we can bargain with the private individual co-operatively and 
get a better price out of the private company than we can out of the 
co-operative company, because if you raise the price on the co-operative 
company you put it out of business, and that is due to the fact that the 
management is not right up where it ought to be. 
We have one where it works the other way. 

The managing end of co-operative affairs is the important problem. 
In other words, finding men to handle these affairs. Then there is another 
thing, w^e must increase, consolidate the co-operative affairs to such an 
extent that we can well afford to pay for a good management. The great 
trouble is that the co-operative organization is started on a small plan, and 
it does not allow of great overhead, and consequently you can't have 
efficient service. We have had some 342 co-operative creameries in our 
state. I think all of them have been converted into garages and hay 
barns and dwelling houses and things of that kind, due largely to the fact 
that they were not truly co-operative. These were co-operative within their 
own little sphere, but they ought to have been consolidated, a large number 
of them, and then with the more eiKcient management, they could have 
co-operated and operated economically. 

Those are some of the experiences we have had along the lines of 
co-operation, and hence we feel that the collective bargaining organization 
must be fostered and developed first before we can go into the co-operative 
marketing plan. Wherever an association is large enough, there I think 
it is perfectly proper to put in a co-operative,_ marketing plan. It would 
pay and pay big in such places as, for instance, in Chicago. 

Someone might say, "Well, how about the club to keep up the price?" 
Well, we have in Ohio a great many primary markets. We have a great 
many pretty fair sized cities. They are all primary markets. We unfortun- 
ately can't organize as they can in New York or in the Boston area. Boston 
sets the price for all the cities and they follow the price more or less of 
the Boston territory. We can't do that because Pittsburgh sets a price; 
Cleveland says, "We are larger than Pittsburgh. We will set our own 
price." Cincinnati contends it is just as large as Cleveland and sets its 
own price. So we have a lot of primary markets. In that way we have 
the opportunity of shipping from one primary market into another one if 
one does not want to come up to that point. Until recently that has 
worked very satisfactorily, until now the dealers are pretty well organized, 
and they are getting a uniform price over the entire territory of all the 
primary markets, and that would mean later on the building of co-operative 
plants to use as clubs to raise the price. 

But so far Ohio has not accomplished what has been accomplished m 
the eastern part of the United States. But we are gradually drifting toward 
a consolidation of all of these primary markets into one group In fact 
we have already organized what is known as the Central States Producers 
Federation which includes all the primary markets. This puts it on the 
same plane, then, as the New England market. 

I don't know whether I, have discussed the particular proposition 
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that you want me to talk about, but if there are any questions I will be 
glad to answer them. 

Chairman Coverdale: Are there any questons, any phases of this 
question you would like to discuss with Prof. Erf? 

Mr. Potts: I would like to hear a little more about those five co-opera- 
tive, plants. I very much dislike to have that left in just_ the form it was, 
those co-operative creameries that have been converted into garages, etc. 
I think we ought to have some explanation as to why, if we can get these 
explanations, co-operation has been a failure in the particular form in which 
it was conducted. 

I rather feel that in those creameries, they, were undertaken on a 
small manufacturing basis when a large scale manufacturing was more 
economical. Consequently, a force of economics drove them out of busi- 
ness. It was not only true of co-operative, but it was true of all small 
manufacturers. Let's not lay it up against co-operative, because they were 
only a part of the whole. I would like to hear rnore about those; they 
must occupy some particular place in that market, and they are not func- 
tioning as they could function in order that they could be a greater success. 
I doubt if it is management entirely. Perhaps it is. I would like to have 
Mr. Erf explain that. 

Prof. Erf: The milk plant is pretty nearly in that position. They are. 
not large enough and the management is. not efficient. A small plant in 
a large city — the cost of a bottle of milk, to deliver a bottle of milk, is 
more than in a large plant, where they conduct the affairs more or less 
with machinery. 

Then there comes another factor. In a co-operative plant you can't 
just skim and lengthen and economize — put it like that— in milk as much 
as you can in a private plant. You can't lower the standard of milk, for 
instance, if you are getting 4.S milk you can't very well shove her down 
to 3.3 without having some of the help in the co-operative plant mention it. 
That is an unfortunate situation, but, nevertheless, that standardizing 
principle is sometimes introduced in private plants, and that makes a 
terriffic difference, especially in rich milk districts. We have one place 
where they deliver, I think, something like 12,000 gallons of milk that 
tested last month 4.6, but delivered as 3.3. Now, I don't know what you . 
would call it, whether you would call it standardizing. It is a reduction 
of fat, and it is very profitable. Those are some of the points, and that is 
the hardest point, I think, that the co-operative organization has to deal 
with, and before you can deal with that you ought to have state standards, 
and we have just passed a law which provides that all milk must be 
purchased upon a 3.S basis, and sold on that basis, with a differential up 
or down as the case may be. But the milk must be standardized on the 
basis of 3.5. Now we are aiming just at that every point. You see, before 
you can make your co-operative affair a success, something of that kind 
has to be upon the statute books, and we hope that these co-operative 
plants will be more successful in the future, from now on, due to that law. 

But the general economic condition enters into that, that it is less 
economical, more expensive to handle milk on a small scale than on a 
large scale. 

Mr. Barker is over here. He has had direct experience with one of 
them, one that I mentioned, and I believe that he might answer your 
questions just a little better than I. Probably Mr. Barker can answer that 
question. 

Chairman Coverdale: Mr. Barker. 

Mr. Barker: Mr. Chairman, and Gentlemen: We have a co-operative 
company known as the North Hampton Milk Producers' Company, located 
in our district. In the first place, they are not properly capitalized. They 
started in to do business without getting sufficient funds with which to do 
business. They started in without an efficient manager, and they have, 
in a way, as Professor Erf has said to you, been a menace to our business! 
They are good, straight forward farmers, and the thing that they did that 
I find the most fault with is at a time when we reached an agreement with 
the dealers in our district, after a struggle, they saw fit, having taken the 
other side, to go before our Chamber of Commerce and complain about 
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the^pnce we had secured from the dealers. Therefore, I have not felt very 
kindly toward that co-operative concern. The farmers saw fit to take the 
other side. Now, that is the thing I object to, and I think the Professor 
and all of you would object to anything of that kind taking place in your 
territory. ■' 

The Professor and I talked several times about some plan by which 
we could see that this company was properly financed and properly man- 
aged. I think that within the next few months we will be able to work out 
some plan and have it adopted. They are good fellows, but they see fit 
to take the other side some times. 

Does that cover the proposition? 

Mr. Potts: I just wondered whether or not this factor entered into it. 
I find it true in some places where they have established co-operative plants 
that the co-operative plant is carrying a bigger load in the form of surplus 
than any other dealer in the city, and instead of functioning as one of the 
avenues of sale for the producer, it functions as an avenue for sale for 
certain producers, thereby carrying a heavier load, and being a' competitor 
of the distributor to the city, instead of the distributors of the city being 
customers of this organization. The organization is merely handicapped 
to the extent that it cannot succeed, and pay the prices that other organiza- 
tions do. I have found in two instances to be practically the cause of the 
almost failure of co-operative plants. In the first place, to just re-state my 
point, they occupy the place in the market for handling surplus, and the 
dealers of the city unloaded as much' of their surplus over on to the 
co-operative plant as they could. In the second place, the co-operative 
plant, instead of serving all producers as an avenue of sale, served only the 
producers delivering milk to the co-operative plant. That is the position 
which I feel is unfortunate for any co-operative plant to assume and expect 
to compete and succeed in competition with other plants. It is asking too 
much of a co-operative plant. It is asking more of the co-operative plant 
than you are asking of anyone else. 

Mr. Barker: That is not true in this case. The North Hampton plant 
is not receiving as large a surplus at the present time nor has not for the 
last three months, as other plants are receiving, for the reason that they 
have not the capacity to handle it. They are not handicapped in that way 
in our case. The greatest handicap, as I have said, has been their capital 
and their management. 

Prof. Erf: Mr. Barker, we want these gentlemen to know that we 
are not opposed to co-operation. We are welcoming the co-operative plan. 
Only we are just simply telling you some of our experiences. I suppose 
that is what you called on us to do, and we are telling you some of the 
troubles that we are up against, the reason we have not gone into the 
co-operative scheme as heavily as we might, and we are citing these experi- 
ences because we have these conditions to meet. They are small primary 
markets, but we want you to know that as soon as the opportunity presents 
itself, as soon as we can see the way clear, that we will try and introduce 
the co-operative idea, but there is no use in ramming your head against a 
stone wall. 

Mr. Barker: We have in the Akron district an association made up 
of 3,000 producers. We feel that we have been fairly successful. We 
organized in the winter of 1917. The producers paid in $1.00. We operated 
until January 17th, 1921, upon — no, 1920 — upon that fee of $1.00 from the 
producer. At that time we assessed each producer 1 cent per hundred, and 
have continued to do that since. We paid no salaries until January 17th, 
last year, this year, rather. For three years I spent my time and money 
to build up that organization, and on the date mentioned I said to our 
association that I was through, that I thought I had_ given enough of my 
time and that if my services were not worth something to the association 
I would ask them to get somebody else. They agreed to pay me a salary, 
and are now doing so. 

We contract with our dealers by the year. We entered into a contract 
last January that will not expire until the first day of next January. Our 
milk is contracted for the year and each producer must furnish that milk 
to the dealer, to whom he started in to furnish milk on the ISth day of 
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January, or forfeit $100.00. That may seem strange to you, but we had 
said to them that we had nothing to sell, that the farmer would sell his milk 
to that dealer just as long a time as his price was set, which was true in a 
measure. Thefore, we adopted this plan. We contract by the month. 
Sometimes we have contracts for a period of two months. The last contract 
we made, last Saturday, or the last price agreement we reached, we sold 
our whole milk for $3.15 and our surplus at $1.60. The surplus is determined 
from the books of the distributor, the actual surplus. They only pay us 
the whole milk price for that milk which they sell, either bottled or whole- 
sale, in cans. We have some troubles, but gentlemen, when you speak- of 
co-operation, that is the very thing we are having, and the very thing we 
are working hardest -for. That is the success, will be the success, of all of 
our undertakings, in my opinion. Without co-operation we cannot hope to 
gain the point. With co-operation I think we can. We have put on a milk 
campaign in the City of Akron within the last few months that has been 
very successful. That was put on through co-operation. The expense was 
borne by the dealers and producers equally, the Federal and State Govern- 
ment, and Farm Bureau managed ths campaign. We, under present condi- 
tions, increased the consumption of milk in the City of Akron, Barberton 
and Cuyahoga Falls, not less than 10 per cent. Many families who were 
taking one quart of milk are now taking three, and some are taking four. 
We could not have accomplished this except by co-operation. Our con- 
tract. Professor will tell you, is perhaps a little radical. We hold our 
fellows right to their contract. We hold the dealer as well as the pro- 
ducer. Our dealers do not reach out and take on any milk without the 
consent of the association. We are not now permitting any new milk to 
come into Akron. We can't afford to do it. The dealers can't reach out 
anywhere and get any milk without our consent. If he does he violates 
his contract. We have now in Akron — we had last month — a surplus of 
45 per cent. What that surplus will be this month I don't know, but it 
will be heavy, I know that. 

Now, gentlemen, there is just one thing that I want to speak of. I 
did not come down here to talk to you people, but I came down to listen. 
But it seems to me there is one thing this body should do, and that is to 
formulate some plan by which we can increase the consumption of milk. 
That is the vital thing for us to do, for us to consider at this meeting, the 
most important thing that this body, representative body of milk producers 
of the United States can consider. And I hope that it will be considered, 
some plan of increasing the consumption of the best food product known 
will be worked out. I thank you. 

Chairman Qoverdale: Gentlemen, we have been listening to a pretty 
heavy program all day, concentrated on one particular subject. I believe 
before we go to our rooms tonight we perhaps should have a little thought 
on another direction, and I am going to ask President Van Norman, of the 
National Dairy Exposition, to give us a few words at this time. 

Mr. Van Norman: Mr. Chairman: What am I to talk about? I have 
just thought sometimes, if they will call me to the tail end of the program 
I can always make a speech out of what the other fellows have said, but 
when the chairman suggests that we should change the subject now in 
order to have some relaxation, that makes it a little hard. 

I have been trying to digest, as I went along, the things that have 
been said today, and sum up in rhy own mind some of the essentials of 
success in this problem of co-operative marketing. And if I may be per- 
mitted, I will say, that two or three things stand out. One is that there 
seems to be just about as many ways to accomplish the purpose that we 
are going after as there are routes diagonally across the Loop, and each 
organization is taking a different route, just as probably any ten of us 
would take a different route if we were going to the opposite corner of 
the Loop. 

But I believe that if this problem of the co-operative marketing is 
going to be solved, there are two or three that have got to stand out, and 
in some of the associations it has been brought out, and some of the others 
it has not been spoken of, and in some of them, that I know something 
of, it is not being heeded. 
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In the first place, the individual, as Prof. Erf has intimated, can be 
crooked and get away with it some times for quite a while. In fact, it 
was that that has brought about co-operative organization. Sometimes 
the individual has not been fair to the producer. But when a large group 
get together and try to solve the problem, they can't be crooked. Co-opera- 
tive marketing can only succeed when it is absolutely straight, and when 
it is absolutely fair. They can't live as the individual can. They have got 
to be straight. Their marketing has got to be based on fundamentally 
right economic principles. I don't like to seem to reflect on our own 
producers organizations in California, but I fear they are suffering at the 
present time from a failure to recognize some fundamentally economic 
principles. 

These marketing organizations have got to seek out those principles, 
and then build on them. They have got to seek out and know the funda- 
mentally correct business principle. No group of men who have been doing 
business in terms of one to ten thousand or fifteen thousand dollars a year 
can suddenly step into the business responsibility of a hundred thousand 
or two hundred thousand or a quarter of a million dollars a year arid 
expect to make a success of it unless they have within themselves the 
ability to learn new ways very quickly. The man who thinks in hundreds 
of thousands has got to think accurately. He can't aflord to make riiis- 
takes. A man can go out and pay a hundred dollars for a fifty dollar 
cow, and nobody is going to be hurt but himself. But he can't go out and 
spend a quarter of a million dollars of anybody's money, and make a 25 
per cent error in his judgment. 

Another point that Prof. Erf referred to — I am just making up my 
speech out of the other fellow's talk — is the fact that co-operative manage- 
ment is often not as efficient as individual management. In other words, a 
monarchy is more efficient than a democracy, but most of us prefer to pay 
the price of a democracy. You know, I think, it was President Taft who 
made the statement he would rather have the judgment of the small 
minority 'than the judgment of the mass, and most of us think we would 
rather have the judgment of the mass, and this is particularly the age when 
the mass wants to use their judgment. That spirit is evident everywhere, 
as well as in Russia and some other places. In this co-operative market- 
ing proposition, I think that the biggest vital factor after all is said and 
done is the recognition that human nature is pretty equitably distributed 
between the distributor and the producer, and the producer is willing to 
use his power when he gets power, just as the distributor uses his power. 
Our last speaker over here illustrated that fact when he said that they have 
their dealers so tied up with a contract that they dare not go outside and 
buy other milk without getting the permission of the producer. That is 
using no larger club over the distributor than the distributors used over the 
producer in the days when he had all the power in his hands. 

I believe we have got to recognize that this human nature is pretty 
equitably distributed. Furthermore, that honesty is just as widely dis- 
tributed and that the solution of this problem is going to be worked out 
in proportion of sane minded, open minded leaders for the co-operative 
organizations sit down at the table with the saner minded, open rtiinded 
dealers and find the thing that is equitable as between the two. We don't 
solve it by attaining might, and then forcing an unjust solution of our 
problem and I know that some of your co-operative organizations have 
started out with the sole idea of getting might on their side and then 
dictating the terms. We have got to recognize that there is an equity 
and if the organizations in California, which have set the pace for co-opera- 
tive marketing namely, our first organizations, have taught us any one 
lesson— or any' two lessons— they are: First, the getting of the mass, the 
small producers, into an organization in such shape that they could hold 
them there until they could work out the other problems. Second, they 
have worked out the other problems in terms of business equity and not 
in terms of business monopoly. i i j t i 

One thing that I think some of our organizations overlooked, I know 
niir ralifornia organizations did, that was that there was not the opportunity 
for increased profit to the producer in the milk business by virtue of 
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organization that there was in the fruit business by virtue of organization. 
The spread between what the producer was, getting, and what the producer 
could get, was not nearly as great in the milk business, and especially in 
the butter business, as it was in the fruit business. That gave the fruit 
producers of California an opportunity which the dairymen of no part of 
this country have had. 

I think those are the only points I care to ernphasize at_ this time, 
and if I may just repeat them, I believe the biggest, after all, is an open 
minded study in an effort to find the equity, and then the last point that 
was made by the friend on the left, is that if we will get together and 
educate the consuming public to increase their daily consumption of milk 
a very small percentage, there won't be milk enough to supply the demand, 
and then business will prosper when the demand is greater than the supply, 
then everybody is hustling and the business thrives. When there is a 
surplus the public is not consuming, and we have to find a market for it 
or we have trouble, and therefore we are entering a perio'd, I believe, when' 
there are a lot of agencies seeking to, unconsciously tending to, help the 
dairy business, and I believe the next ten years is going to see our dairy 
business more prosperous thari ever, not because of co-operation merely, 
but because of the public's increasing appreciation of the vital necessity of 
dairy products. When we have the doctors and the, nurses and the school 
teachers and the women's clubs and all these other agencies, seeking to 
educate the children and the mothers of this country to consume more milk, 
pretty soon that snowball is going to get big enough so we can all see it, 
and it is getting bigger every turn. 'Thank you. 

Chairman Coverdale: Gentlemen: We have a man with us tonight 
whose job it is to make people use more milk and dairy products, and we 
would like to hear from Mr. Munn. 

Mr. Munn: Mr. Chairman and Gentlemen: I feel that what I should 
say has been pretty much said. I listened this afternoon with considerable 
interest to this discussion. I came here to listen. All through the talks 
I noticed one thing, all the time, and that was the taking care of the surplus 
milk. _ That seemed to be the bugbear that was in the mind of every 
organization and speakers representing those organizations, and not until 
the genetleman, Mr. Barker, from Ohio spoke was any mention made of 
taking care of this surplus. 

Do you realize that it is only necessary to increase the consumption 
of milk to the extent of two tablespoons per capita per day to put us 
where we were in 1919, the most successful year we ever had in the dairy 
industry? 

In 1919 our total exports of dairy products were the greatest ever in 
the history of this country. They consisted of butter, condensed milk, very 
largely, and milk powder, and some cheese, but when you reduce those 
four products back to the fluid milk state, it took 2,500,000,000 pounds of 
milk to make them, or a little less than 3 per cent of the total milk produced 
that year. 

And yet the extra consumption by exportation of that small percentage 
of surplus made the dairy market in this country. 

Now, to consume the amount of milk that was used in the manufacture ' 
of those products that were exported during that year, you will dispose 
of it by consuming two tablespoonfuls per capita per day in the United 
States,_ and instead of consuming that much, we should be consuming, 
according to all dietary scientists, a hundred times that much for best 
results physically and mentally. 

Why, gentlemen, the whole question in my mind in this matter of 
marketing the product_ lies in educating the public to the value of that 
product. What good is it to have a marketing organization unless you 
have a market in which you can sell your product? And how can you 
hope to sell your product unless you tell the consuming public, who are 
going to buy it, what you have to sell and its value. It is all a matter of 
state of mind, a mental attitude, psychology. 

Why, Maggie Murphy, who buys milk in a very small way, when she 
buys It, does not know she is buying a food. She thinks she is buying 
something to use in coffee and to use on cereals and to use a little in 
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cooking. She does not know or realize that when she buys a quart of milk 
she IS buying the best food that is known to humankind "^ ' "' "^'"^ 

!,». Vh^.^^l 1°"^ ^,°^-^ ^° increase her purchasing of milk unless you tell 
her about what milk is and what it means to her children and to herself 
and to her husband? v 

rr,. tw^;^ ''f '" T^J"*""' ^u ^'P^'" referred to it, Mr. Roberts told 
me that this time of the year they always have a falling off in their sales, 
which amounted to between 10 and 15 per cent each year. They put on a 
campaign at an expense of about $8,000 for five weeks and they increased 
the consumption of milk to such an extent that they not only took care 
of the surplus they have had before, but they increased the consumption 
so the sales advanced 14 per cent, or a total of 24 to 26 per cent 

In Youngstown we have just completed a campaign of about two 
months and the figures have just begun to come in. The consumption 
ot milk has increased over there, they estimate, somewhere around 24 to 
26 per cent. Supposing you had that increased consumption all over the 
country! You would not be worrying about a market in which to sell 
your milk. You would be worrying about getting enough produced to 
meet the requirements of that market. I know of no business where men 
do not spend from 1 to 5 per cent of their gross receipts in what they call 
building their business by, publicity and promotion work.' 

The dairy industry is not spending in the United States one-hundredth 
of one per cent in, that business. If we could take one or two cents a 
hundred for the milk that is produced in this country, if it were possible to 
get it together in one part, for publicity and educational purposes, we 
could put on a campaign in this country which would increase your con- 
sumption to such an extent that you would have to increase your number 
of dairy cows, or increase the production of the present number of dairy 
cows by SO per cent to take care of it. And I believe Mr. Barker and 
Prof. Van Norman struck the one note that should dominate this confer- 
ence. We have a product here, the value of which is inestimable in human 
dietary. There is not a dietary scientist that does not concede that milk 
is indispensable to child growth and equally indispensable to adult mental 
and physical efficiency. 

I was in Boston a couple of months ago to see Dr. Howe. I had 
seen' in the Des Moines paper a little two or four-inch squib stating that 
Dr. Howe had demonstrated that you could not have sound teeth unless 
you use milk. I did not know who Dr. Howe was. It stated in this 
article that he was the research scientist of the Forsyth Dental Infirmary. 
I had never heard of him. I wrote him to find out what his information 
was, and he said that he had considerable material there, and would be 
glad to have a talk with me. I went to Boston and saw him, and spent 
quite a little time in the laboratory. I found there one of the men who 
is working away there by himself, experimenting' with some guinea pigs 
for some three years, and finding what effect the mineral salts and the 
vitamines and the butter fat of milk have upon the building of bone, espe- 
cially upon the building of teeth. I found they were treating 100,000 chil- 
dren annually in that institution. It covers nearly a block, and he had a 
wonderful fund of valuable information there which he turned over to us 
to put out in the form of a booklet. 

But here is the thought. When you realize that these are absolutely 
necessary to health and you cannot have sound teeth unless you have in 
your system the mineral salt and the vitamines that are found in milk, 
what ah opportunity it gives for educational publicity, and yet who knows 
that? I dare say there are not three men in this room. Just for my own 
curiosity, will every man in this room who knew that fact hold up his 
hand? Five. Here are milk dealers who ought to know these things, men 
marketing this product, and five in the room knew that fact. 

How can you help Maggie Murphy and Lena Olseri or anybody 'else 
to know those facts unless you tell them? You are the men that ought 
to know them first, because they pertain to your product. 

Dr. McCullom has been working for two years on a subject he is 
going to publish, which is equally important to the one I have just men- 
tioned if not more so. • Rickets, I have always understood, meant a crooked 
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spine or a hump on the back or bowlegs. I did not know there was such 
a thing as internal rickets. Yet when you come to think about the investi- 
gation, the facts are that there are over one in three of the children in 
the United States who are suffering today from incipient internal rickets, 
and the one cure or preventive for that is a liberal use of milk. Do you 
know what internal rickets are? It is rickets of the ribs. He has demon- 
strated to a certainty that milk prevents that, and when started in time 
pretty largely cures it in children. Rickets of the ribs are the most dan- 
gerous form of rickets if allowed to go to full development. They bend ' 
in, they cramp the lungs, the heart and the liver space and the stomach 
capacity, and a boy or girl who has reached the stage in life where that 
cannot be cured is for all time an inferior human being, because the organs 
essential and vital to physical health are cramped and destroyed. Those 
facts should be told. What mother, if she knew that fact, would hesitate 
to buy all the milk the children could drink? What mother is there, if she 
knew the child's teeth, so vitally important to children, to child welfare, 
child health and child growth, would not buy all the milk the child could 
drink, if she knew that by so doing they would build strong, healthy teeth 
in the children? These facts ought to be told, and that is the fiindamental 
principle, as I view it, that underlies successful marketing of this product, 
to tell the public what it means and its value ^n the human dietary, and 
then for some time to come, if not during your and my lifetime, the ques- 
tion of taking care of the surplus that is so worrying us now, is finally 
and ultimately disposed of. 

The National Dairy Council has been struggling along, supported by 
a few big visioned men who could not hope to reap any benefit from this 
educational work comparable with the benefit the milk producers them- 
selves can reap, and yet they felt this subject ought to be. developed, this 
organization ought to be perfected and a publicity campaign ought to be 
put on, and they have backed the National Dairy Council to the point 
now where we are making pretty good headway. For instance, we have 
distributed in the past three months over 2,000,000 copies of pamphlet 
material and posters that have gone into the homes, schools and the 
Woman's Clubs and organizations, telling this story in part. We have 
not told it all, because we have not had the means or the facilities for 
getting it all out. We have not spoken of teeth yet. We have not spoken 
of rickets yet. We have hardly scratched the surface. We have received 
requests during the past three months from over 17,000 teachers, Red Cross 
nurses and home demonstration representatives, for copies of this material 
to use in school work. Why, gentlemen, to think that you are engaged 
in the business of selling a product, the publicity of which you are invited 
to bring into a schoolroom. Think of it. No other business on earth 
ever had that opportunity. We have received requests during the past 
three weeks from superintendents of schools in nine cities to supply them 
with copies of our material for use by every school teacher in those cities. 
Inviting us to go over the threshold of the school doors to educate people 
in the consumption of this product. 

Now, is it worth while to spend some money in that? Is it worth 
while to serve yourselves by better serving children and mankind, by 
increasing the consumption of this product? When you realize that by 
so doing you can relieve yourselves of the one great embarrassment that 
confronts you. And then remember that when you are best serving your- 
selves in that respect you are best serving mankind and your country, 
because the more you can educate people to consume this product the 
more you are helping to make better men and women by making better 
children. 

I say to you, men, that the most important thing you can consider 
is the development of plans and propositions that will put before the 
mothers and fathers and the educators of this country and in the minds 
of the children the value of your product, and increase its consumption 
to the limit. 

Chairman Coverdale: Is there anything further to come before this 
conference tonight? 
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Mr. Baldwin: Following this talk, I believe it would be a good thing 
to hear from a man from the State of Iowa, Mr. Lindsay 

Chairman Coverdale: I will call on Mr. Lindsay, from Cedar Rapids 
Iowa. ^ ' 

Mr. Lindsay: Mr. Chairman, I happen to be one of those unfortunate 
county agents, and along the line of increased consumption of milk, I am 
of the same opmion that Mr. Munn is, and the other gentleman that spoke 
here about increased consumption. We used Mr. Munn's plan last year. 
Our distributors said it increased the consumption of milk 20 per cent in 
the city of Cedar Rapids. This year we tried a little bit different plan. 
We got the Milk Producers' Association, that is, the directors of the asso- 
ciation, together, and decided to go before the Chamber of Commerce of 
that city, and see if we could not work out some feasible plan whereby 
we could increase the consumption and thereby use the surplus. 

We presented this sort of proposition to the Chamber of Commerce. 
If we will furnish the milk at a reasonable price, will you see that this 
milk is served to the school children in the city of Cedar Rapids? 

They appointed a committee. That committee finally reported that 
they would take public subscriptions and they wanted to raise $1,200 to 
pay for the- milk for the children that could "not afford to pay for it in 
the schools, giving each child one-half pint a day. We started out on the 
plan, and the Milk Producers' Association donated $200, and they finally 
raised $1,100. 

The first day that we started our increased consumption, or the work 
in the schools, through the co-operation of the City School Nurseries and 
the City Nurseries and the superintendent of the schools, they used 212 
quarts the first day. When I left there about a week ago for Wisconsin 
they had been in operation about two weeks and a half, and they had 
increased that consumption in our small town of about 50,000 up to almost 
600 quarts per day, and this was all furnished to the school children in 
half pint bottles, and in most cases they are using straws to drink this milk 

We took this plan from the old idea of the box social. If you want 
to get a big crowd out to a box social and make a lot of money, get all 
the school children in the country on the program. 

We feel that it is going to mean increased consumption in the home. 
When we started out on this campaign we only gave the milk to the chil- 
dren who could not affoifd to pay for it, and then we told the other children 
if they wanted that mi' I: that they would have to order it, and when one 
child sees another child drinking a bottle of milk the first one wants it too, 
and the chances are when we get back to Cedar Rapids we will find that 
consumption has gone up around 800 quarts per day, at least. We hope 
it has. 

Member: Is Mr. Aitken in the room? 

Mr. McGuire: Mr. Chairman, I realize that the dairymen have not yet 
joined the labor union, but I think we ought to have some consideration 
for the lady that is working for us today. She has been on the job since 
we assembled this morning. In consideration of her I think we ought to 
adjourn. 

Chmrman Coverdale: I think we have done about a dairyman s day 
myself. If there is nothing more to come before this ^meeting tonight, it 
completes our program pretty well for today, and leaves us free for 
tomorrow's program, and I am wondering if 9 o'clock standard time would 
be agreeable for the morning meeting. If that js agreeable we will stand 
adjourned until 9 o'clock standard time tomorrow morning. 

Adjourned at 10:30 p.m. 

The Wednesday morning session of the National Milk Marketing Con- 
ference was called to order at 9:20 a. m., April 4, 1921, Mr. Coverdale 
presiding as chairman. 

Chairman Coverdale: The convention will please come to order. Last 
evening just before we adjourned there was a call from the audience for 
a few words from Mr. Aitken, president of the Holstein-Friesian Associa- 
tion of America, and he is with us this morning „ , • , , 

Mr. Aitken: Mr. Chairmen and Gentlemen: I really don t know what 
information an ordinary cow man may be able to give you here, but when 
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you were devouring this cheese I will tell you a little information I got, 
and I was wondering if there were many of you that were in the same 
position that I was before I visited Talamuk, Oregon. That is a little 
bit of a place, down on the sea, from Portland, 134 miles, meandering down 
through the mountains, where practically all of the forest trees have been 
killed by fire years ago. It is a desolate and dreary ride, but down there 
the first place you see where you would think an animal could stand with- 
out slipping downhill there were daries and 24 cheese factories, in a little 
place called Talamuk, and they manufactured all the' products from those 
cows into cheese, and sold it from Los Angeles to the northern line of 
the State of Washington. They received on an average about 10c a pound 
more for it than other cheese was selling for. Their average price received 
for butter fat during the month of December on cheese was 7A}4c a pound. 
I visited those creameries, those cheese factories, and I found out that 
they were entirely co-operative. All cheese was inspected by one man 
from all the factories and they were all branded "Talamuk" on the rind. 
All the places from which the milk came for those factories was inspected 
by one man, and they had to pass inspection, and they had an idea that 
you had to have pure milk if you produced the best of cheese. I visited 
some of those cheese factories. I went over the advertising that that co-op- 
erative association was putting out, trying to teach people the value of 
good cheese as a food that made it possible for them to get 10c a pound 
more than other cheese was selling for. And I found out in making cheese 
that they used rennet, and I suppose everybody, even the members of the 
Farm Bureau who were not' interested especially in dairying, know that, 
and they also know that that is pepsin, that they take for digestion when- 
ever they are suffering from indigestion. I discovered, away down in that 
little place by the sea, that cheese, properly made of pure milk and main- 
tained for six months, is predigested food, and is suitable for the most 
delicate stomach. I wonder if all the people that are interested in the 
dairy industry have ever thought anything before about it being worth 
while to tell the public some of the peculiarities about cheese, among them 
the fact that it is the most delicate food in consistency, when pro'perly 
made and kept until it is ripe. 

And that is just simply one of the mental activities that we have got 
to engage in. 

I think this meeting, called by the Farm Bureau, is going to result 
in tretnendous results in the future. 'We have listened here all day yes- 
terday to the explanations, and we are all going, to learn a good deal by 
the different ideas that are being developed by these different co-operative 
associations for marketing milk, and they will be able to receive benefit 
from what the others have developed. But I want to say to you that in 
my opinion you have got to couple with that physical work that you heard 
described, and menta'l activity, and realize that if a fellow wants anything 
he will get it, and it is up to you, physically, to have arrangements made, 
the most convenient possible, so that he can obtain it, but he won't take 
it even if you present it to him on a gold platter, unless he wants it. 

So that I just think we have got to realize that part of our marketing. 
You notice some of Fleischman's Yeast advertisements. It is strange 
how those work out. I understand, since they have conceived the idea 
that Fleischman's Yeast contains vitamines, and told the public about it, 
that their consumption has doubled, and still some of us have heard about 
the vitamines in this dairy product, but it has never occurred to us that it 
would be worth' while to tell the people about it, and see if they would 
not want it, and if they would not put themselves in the position to get it if 
we told them about it. 

So I think that what we want to realize, friends, in this problem of 
marketing, is that good will, after all, is the real solution, and that we 
have got to create good will for these products if we market them suc- 
cessfully. 

In hundreds of places in the United States where the National Dairy 
Council, together with the local organizations, have gone into campaigns 
of education, they have increased the consumption of milk anywhere from 
IS to 30 per cent in from 30 to 60 days. 
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I believe that one of. the first duties of he who markets a product or 
produces it, is to see that it is produced under those conditions that are 
most essential to maintain its purity and make it possible of delivery in 
its best condition for the use for which it is produced. I believe then that 
a campaign of education should show and develop a knowledge of how 
your products can most efSciently be produced. 

Professor Erf could have told you that down in Ohio where they made 
a survey to ascertain the cost of producing milk, in Ohio, that it ran all 
the way from $2.50 to $7.00 a hundred to produce milk on the different 
farms that they had under supervision. So you will notice that there is 
some reason why you should take up that problem in the interests of 
agriculture of producing milk in the most efficient way. ' 

I am satisfied that we have got to go to work and tell the people of 
America how essential it is that they shall use more of this milk. You 
have got to tell them the truth about your product. Just simply say to 
them that it has been demonstrated, time after time, that children who 
are properly nourished on pure milk can be graduated from the schools 
of America two years younger than those who are inefficiently fed and 
undernourished, and where malnutrition exists, and that the' whole problem 
of doing away with malnutrition in childhood is the use of pure milk. I 
believe it is up to the fellow that produces any product to tell the public 
its virtues, if it has any, and while it is up to him to create the physical 
condition that will make it possible of delivery and production under sani- 
tary conditions, it is absolutely essential that he should tell the people of 
the value of it. 

Let me tell you what occurred over in Michigan where they have a 
wonderfully fine organization for the distribution of milk. Our_ people 
over there, representing the agriculturalists and the breeders of Michigan, 
wanted to have a large amount of 'money raised for the eradication of 
tuberculosis, in that state, of which we were all very much in favor. In 
order to create that kind of condition of mind among the legislators, they 
had dispatches sent, one of them coming from Washington, giving the 
number of children that died from tuberculosis in the city of Detroit because 
of tuberculosis taken from the use of milk from tubercular affected cows, 
putting the amount at about 30 or 40 per cent of the children that died in 
the city of Detroit as a result of tubercular milk. The truth of the matter 
was that every pound of milk that goes into the city of Detroit was 
pasteurized, but the vision of those men was not sufficient to see what the 
effect of that would be, and I will venture the assertion that it reduced the 
consumption of milk in the city of Detroit 25 per cent, and why would it 
not? Would any of you people drink milk if you were just reading an 
article about the tubercular condition of the cows that give the milk, even 
if they said it was pasteurized? So I say to you. Farm Bureau people, 
tell the producers of this dairy product in your community that if they 
are eoing to make a success of their occupation that they have got to 
oroduce it under conditions that will be ibove question and above reproach 
and that they can't leave this problem an open one; they cant make it 
possible for that sort of literature and for sensational purposes to be 
spread about the country, that the children of this country are entitled o 
pure food and you people are the only people upon the face of the earth 
?hat is producing pure food for children The nurse in ^haf-^s^^tl^^^-^"!^ 
eradication in children in the city of Detroit told me that 75 per cent ot 
all the chMren that died in the city of Detroit in childhood died of mal- 
nutritfon I said, "Tell me in English what you mean by mal-nutn ion 
She said "It sin^ply means they did not have sufficient of Pure milk to 
drink "That caused the death of 75 per cent of the children that died in 

'^' Who? b^sSs, folks, is it to. tell the consuming public these things 
;f nnt- the oeoole who are producing the product? _ 

Let me ten you of another thing that to my judgment is largely respon- 
i^etme leuyou leadership of all these asso- 

'•^ • ^°%?;itTe connected with the distribution, the production and the 
ciations that ^^^^^^°f"^'^r Ju^ts they are imbued with the idea that the 
f™arS"fhe°'dSmir"nZ thlTroduce^ want something that is cheap, and 



they always appeal to the cheap side of the producer when they are attempt- 
ing to get him to take a broad viewpoint and realize that it is a great 
business that he is engaged in and the result of it is that when he starts 
out to do something he collects just about enough to pay his own salary 
and a few other fellows' salaries that he has to have to help him work 
out the political problems connected .with the organization. The idea of 
attempting to market milk and teach the people to produce it under sanitary 
conditions and healthful conditions and to teach them how to spread this 
gospel of knowledge as to this product and charge them Ic a hundred 
pounds or one-third of 1 per cent for educating the people as to the neces- 
sity and as to the manner of producing their product and marketing it. And 
still that is about the usual charge that is made all over this land. 

And then another fatal mistake, my friends, in this problem is that your 
whole viewpoint is fixed upon the price, and whenever you have had any 
sort of co-operation anywhere on this production and distribution of milk, 
it has always been apparent that the primary and great object was, and 
was so blazened to the world, that you wanted to increase the price, so 
that the farmer could produce his product and pay the wage and receive 
a reasonable profit. That has been the cry when the papers have taken it 
up, and they have shown up the resolutions adopted. It was all apparent 
in the resolutions themselves, that it was simply a question of price, and 
I want to say to you folks that you have got to forget that part of it. 
That price is going to take care of itself. When the union labor or any 
other organization attempts to start out with a basis that price is what, 
counts, and that wage is what counts, they are going to start to ride to 
their fall. I want this organization and the breeders generally to realize 
that it is service that counts, and if the service is properly rendered, intel- 
ligently rendered, there won't be any trouble about your being able to get 
reasonable pay for your services, and that is all anybody is going to get, 
whether heis working on a farm now at $40.00 a month or whether he is 
tending a little highway crossing, and going out and flagging a train at 
$150.00 a month. Public opinion, this consuming public everywhere, is 
ultimately going to fix the schedule of conditions that is going to be uni- 
form, and people are going to pay in proportion to the service that they 
render, and that is the basis on which I would like to see the Farm Bureau, 
these producers, these marketing associations, proceed. I want them to 
make it possible for the mothers of little children on the East Side down 
in New York, where, in the summertime the ground is so packed with 
humanity from the great buildings that the streets are impassable, that 
have no conception of the outside world, I want them to know about this 
product of yours; I want them to know what it means to have a child 
properly nourished in connection with its progress in the schools, and I 
want the producers and the distributors and the marketing associations 
all to consider it, and I want them to be big enough to take this propo- 
sition at its value, at the very outset, and see that the product is properly 
produced, and that it is produced efficiently, and then I want them to 
work out these physical plans that they have of distribution, and create 
in the minds of the consuming public a desire for your product. 

I want to say to you, friends, if you will only do it there won't any 
of you live to see the time when you will be able to produce enough 
dairy products. Do you know that this is going to be in the future a 
great economic position? Do you know that? Do you know in New York 
and New England, where they need this dairy cow above all localities, 
down there, do you know that this coarse fodder that they are feeding 
to the dairy cows returns 20 per cent of it to the food in the world, to 
the consuming public, consisting of millions in and about those localities? 
But there is no one who knows anything about it. I think what we have 
got to do is to realize that we have a great big job on hand. I believe 
the Farm Bureau is interested in all these problems and I also realize, 
and I think you do, that when they used to try to work out these problems 
by $1.00 a year men, that they got just where the Government did in trying 
to work out the same problems, and when we try to work them out with 
cost at a reasonable profit, we will get at just the same results, and we 
ought to, because I want to say to you, it is up to every producer of 
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the dairy products to produce them in an economical and reasonable and 
orderly way and to produce them at a price that makes them the most 
economical food, as they are now, and have been in all times, and he will 
be able to sell them at a profit just as long as the people want them and 
he turnishes them a reasonable way to produce them, and I want to say 
to you folks that people will not eat what we have to sell because it costs 
us a certain stipulated amount. They are going to buy, they are going 
to use It, and they are going to govern themselves by the mental value 
that they put upon this problem, and when you put it above a price which 
the mentality of the consumers have lowered in their estimation, you will 
not sell It. We have seen demonstrated in the last six or eight months 
that in the final analysis the consumer fixes the price of everything, all 
commodities, labor and everything will be fixed by the consumer, and it 
is up to us to produce this product under the most efficient condition, 
and it is up to us to see that it is absolutely healthy, in order that 
our reputation may not be tarnished by typhoid fever following the 
milk wagon through the streets, and it is up to me to teach the people 
the value of the product, and when we have done that, we will never have 
any more questions during our lifetime as to the reasonable profit that 
there is in maintaining and keeping the dairy cow. 

Now, I thank you gentlemen for your attention. This is a matter 
that interests me a great deal. You might say that as the breeders of 
Holstein-Friesian cattle, the Holstein-Friesian Association, a record asso- 
ciation, has no interest in this. But I want to say to you that the breeders 
of Holstein-Friesian cattle all over this land are more interested in the 
dairy industry than anything else under the sun. The good will and good 
reputation of the dairy industry is their chief asset, and people are not 
going to want dairy cows of any particular breed unless it is creditable 
and honorable and reasonably profitable to maintain the dairy. 

I had a controversy yesterday with some gentlemen here about the 
word "Agriculture", and you know it gets on my nerves more than any- 
thing else, and I hope the Farm Bureau will make it its business to elimi- 
nate it from the mind of the public that the word "Agricultural" rather 
than standing for enlargement and betterment, stands for making common 
and degrading. 

Some years ago they wanted to change the name of the Michigan 
Agricultural College to the Michigan State College. You will notice they 
have done it in most all the states. A band of the students of engineering 
in the Michigan College waited upon me and wanted to know if I would not 
go before the legislature and help them work out the problem of changing 
the name. All they asked was to strike out the word "Agricultural" out of 
the college name. I said, "Tell me, why you boys want this word stricken 
out." They said, "Well, we feel that our diploma as an Engineer would be 
more valuable to us out in the world if the word 'Agricultural' did not 
appear upon the diploma." 

Think of a condition of mind like that, gentlemen. It is up to the 
Farm Bureau to eliminate it. It is up to the Farm Bureau to make "agri- 
cultural" respected all over this land, and I want to say it is no idle job 
they have on haind. It has been the agriculturalists and the farmers and 
the dairymen who themselves are to blame for the conditions throughout 
this land with which their industry is viewed, and they have got to get 
a change in their own mind before they bring about a very great change 
in the body politic. They have got to teach their boys that if they want 
to be independent, if they want to be the proprietors of industry, that 
they have got to be the proprietors of those little industries on the farm 
all out through the country. Otherwise they have got to be a hired man, 
and that agriculture is not only honorable, but it is laudable. And I want 
to get, if I can, out of the minds of the farm boys of this country that 
they have got to go to the city to get good wages, that they have got 
to go to the city to get reasonable hours. I want to be able to demon- 
strate that this farm work of yours is just as essential to humanity, that 
his food this product that you are producing is absolutely essential to 
human li'fe and that you can afford to pay just as good a wage as they 
can at the' railroad signal station or as brakemen on the cars, and it is 
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up to this Farm Bureau, it is up to the dairymen, it is up to the citizen- 
ship of this country, to demonstrate that if they expect to be well fed in 
the future, they have got to change their attitude with regard to the farm. 
Chairman Coverdale: We have with us this morning a man who has 
spent considerable time in the interests of the dairy marketing work in 
the personnel of Roy C. Potts, from the Dairy Division of the Department 
of Agriculture, and we would like to hear from Mr. Potts at this time. 

Mr. Potts: Mr. Chairman and Gentlemen: Agriculture is said to_ be 
the greatest business in the world, and agriculture as a business consists 
of two parts, producing and marketing. 

Those engaged in agriculture up until recently have given their prin- 
cipal thought to questions of production. Questions , of marketing have 
been left primarily to others engaged in the field of distribution. 

I make that statement because as long as producers leave their prob- 
lems of marketing to others, and do little themselves to improve marketing 
conditions or methods, they can expect that conditions and methods in 
the marketing of dairy products will largely be what others make them 
for the producer. 

Looking ahead a little into the future in respect to agricultural condi- 
tions in this country, I am rather of the opinion that two factors will 
be great factors in liringing about an evolution, and that evolutionary 
process is now going on' in the marketing of dairying products. 

Those two factors are, first, good roads and motor transportation. 
And, second, organization of producers for marketing purposes. 

Yesterday's discussion was most interesting to me. But I heard some 
things said which I am afraid that those who said them will want to recon- 
sider in the light of these two factors which I have mentioned. 

We will take, for instance, the Twin Cities Milk Producers Associa- 
tion. I do not refer now to any statement made by Mr. Leonard, the 
manager of that association. He discussed the plan of their organization, 
the method of operation, and the success that they were attaining. But 
is it not true that with the development of good roads, in accordance with 
the plans in Minnesota for establishing state highways that outside of the 
area now contributing milk to the Twin Cities Milk Producing Association, 
and with producers in that outside territory organizing, that it is not very 
long before that outside unorganized territory will be assembling a pasteur- 
ing plant, ready for shipment, carloads of milk, ready to go into the Twin 
Cities or other markets. 

What I have said with respect to the Twin Cities situation, I believe 
is true, will be true, with respect to every large market in this country. 

Farmers need, it seems to me, in considering the solution of the milk , 
marketing problem, to consider the effect of those two factors, for when 
I was out in California in January of this year, I saw there their great, 
enormous utility plants with milk and cream coming into those plants 
from distances, I was told, of as much as SO miles radius. When such 
plants are established and quantities of products are produced, and deliv- 
ered to those plants, and those plants are equipped with equipment to 
put milk into any form, and into any market, there will be two limiting 
factors to determine where that product shall go. The one limiting factor 
will be the value of that product in the different forms f. o. b. the plant, 
second,'will be the cost of transportation of that product into other markets 
in other forms, due consideration of course being given to the standardiza- 
tion of products, which would make it permissible to be sold in any market 
where delivered. 

With those factors it seems to me then, that the great problem before 
our dairy industry of this country is the problem of dealing wjth the 
marketing of all milk, not merely* milk that goes into cities. 

I was talking with Mr. Rite of Milwaukee, of the Milwaukee Producers' 
Association, this morning. Think of the great territory north of Milwaukee 
that is now producing milk and delivering it to cheese factories. Think 
what conditions will be when milk producers furnishing cheese factories are 
organized and equipped with these utility plants. Think what conditions 
will be when they can bring into those fplants 100,000 or more pounds 
of milk at a single point, and think what conditions will be in the Mil- 
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waukee milk market when milk for cheese making as it is toHav ;« y,,f^,-th 
less than $100 a hundred The markets for mi'lf^n thi" country as flu d 

7^ ^]V^ .u\^'^^J^.^'^^^\^' *^' "l"-'^^^' ^°' '^""e^. when you place 
that milk m that condition, when you have the economic condition which 
permits you to place that milk in any market and obtain for that milk a 
higher price than you could were it to be put into manufactured products 
at the plant Therefore, it seems to me in the consideration of the prob- 
lem of marketing dairy products, we need to give this subject consider- 
ation, It seems to me that we need to do more than was done yesterday, 
that IS, consider the methods that are used by different organizations 

It was during the war_ when conditions were such that no man knew 
what the future would bring forth, that a meeting of the war lords of 
the Allied Armies was assembled, and an English lord was present at that 
meeting, and they had their problems to consider, and in considering their 
problems one suggested that this point, and another that that point be 
taken up and considered and finally this English lord said, "I care 'not 
to consider the methods which may be employed in attaining the end. We 
must agree upon fundamental principles." 

I wonder whether it would not be worth while for the Resolutions 
Cominittee for those assembled here perhaps, if time does not permit at 
this time, at some future time, to consider fundamental principles which 
must, it seems to me, be the guidance of the milk producers in perfecting 
organizations and solving their problem of marketing dairy products, and 
by dairy products I mean not only fluid milk but all of those commodities 
which may be manufactured from milk. 

I may be a little bold this morning in reading to you a few funda- 
mental principles which I have been considering in' my mind, and if I 
read them to you, present them to you, I do not want you to obtain the 
inference that I am satisfied that these principles are right. I rather seek 
these principles in order that you may think along the lines that I have 
been thinking and that you and I, and you and you, may discuss the proli- 
lem of marketing dairy products in the light of some of the fundamental 
principles which it seems to me must be recognized if we are to reach 
a correct solution for the problem from the standpoint of milk producers. 

The first principle reads as follows: 

A PROPER control of the supply of dairy products by producers' 
organizations is essential to the maintenance of stable conditions in the 
market. 

I have not said anything there that differs greatly from statements 
made by others. In fact, I think Mr. Lewis Swift, in his annual report, 
stated that one of the big problems in the live stock industry was the 
. better stabilization of supplies, live stock, coming on to the market with 
respect to the demand for dressed meat. He went so far in his report 
as tQ say that that was a problem of the producer. 

Now, if that is to be worked out by the producer, and is the producer's 
problem, I will lay it down as a fundamental principle, that a control of 
the supply is essential. Without such control dealers and speculators 
may use an uncontrolled supply in producing bearish or bullish influences, 
resulting in fluctuating prices and unstabilized markets. That question 
would bear a lot of discussion. However, I say that it is a fundamental 
principle. If that English lord is correct in his statement — first agree upon 

principle then it seems to me that that particular question needs very 

careful consideration by producers. If it is desirable that they control the 
supply properly, not saying what they are going to do when they control 

it that is out of the question, I could discuss that for you but time will 

not permit this morning. 

The second principle is this: , 

Ownership and operation of the country plants or milk handling and 
manufacturing facilities by milk producers' marketing associations is essen- 
tial to the proper control of the supply of dairy products by producers' 

organizations. ,. j t. j . 

When the country markets are not operated by producers associa- 
tions opportunity and responsibility for determining the suppy of milk 
which will be used for diflFerent purposes, such as the amounfc'to be shipped 
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as milk and cream, ihto city markets, amount to be made into cheese of 
different kinds, amounts to be made into condensed and evaporated milk, 
amounts to be made into butter and other manufactured products, rests 
not with the producers of milk, but with the buyers of milk, who may 
oversupply the market with certain dairy products, or fail to adequately 
supply them with others. 

For proper control of the milk supply and its utilization and proper 
distribution it seems necessary that milk producers' associations own 
the country plants and operate, them under a definite plan which co-ordi- 
nates their operation. Is that fundamental? 
Principle number three: 

Producers' milk marketing associations should control the marketing 
of their products in channels of distribution, just as far as it is necessary 
to do so to secure economical and efficient distribution, also proper adver- 
tising to insure maximum consumption. 

Here we have a cheese on the table worth 125^ cents a pound, if I am 
informed correctly as to its value, on the Plymouth Cheese Board this 
week. That is below its 1914 or pre-war level of prices. 

If a producers' organization was on its job, it should have known 30 
days ago, 60 days ago, that unless consumption was increased, prices would 
go down to about the level they are now. Knowing that, that producers' 
organization vvould certainly have started some advertising to bring down 
the retail price of cheese, for if I am again correctly informed, the retail 
prices of cheese are not in proportion to the wholesale prices of cheese. 
And it has been stated to me that publicity of that kind is the force that 
is needed. But think of the producers forced to accept 12^ cents for 
cheese to the end that the publicity making for the consumption may be 
increased and the farmers get what they ought to get for cheese. 

I will read now the arguments that I have prepared for principle num- 
ber three, after citing this incident with regard to cheese. 

Present methods of distribution of dairy products are not most efficient. 
You think they are? Why do we have 12^-cent cheese this morning? 
Nor are they most economical. Nor are dairy products receiving the 
publicity and advertising they should to stimulate maximum consumption. 
Therefore, I say the present methods of distribution are wasteful, and it 
may be mentioned whether they will ever produce the economy and 
efficiency or permit the advertising which dairy products should receive 
from the standpoint of the producer receiving the best price that he should 
receive for his product. 

Principle number four: 

Proper control of the marketing of dairy products by producers' milk 
marketing associations requires that these associations be so organized . 
that they can function efficiently and effectively. 

This means that they must be organized on a sound BUSINESS basis. 
I mean business basis and no other basis. 

That they must be ADEQUATELY FINANCED as other successful 
business organizations succeed when they are adequately financed. And 
I believe that they should be operated on what I prefer to call a "pro 
rata net return" basis, instead of being operated on' a profit and loss basis. 
By pro rata net return basis is meant the pooling of gross sales, deduct- 
ing the operating expenses, and pro rating the net returns to producers 
on an equitable basis. 

Principle number five: 

Proper control and efficient operation of producers' milk marketing 
associations may be obtained most effectively in associations comprising 
large commercial units. That is, large scale organizations and operations 
rather than small scale, and I say that because today business is done on 
the basis of large scale operation. 

One reason why farm organization's have not succeeded more than 
they have is because they have been conducted on too small a scale, and 
they were merely local factors when they should have been more than 'local 
factors in the marketing of their products. Such associations can handle 
sufficient volume of business to make possible the economic employment 
of detailed methods with comparatively low overhead cost. Furthermore, 
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large commercial unit organizations as contrasted with federations and 
small units, are able to centralize responsibility and authority which makes 
for greater business efficiency. 
Principle number six: 

A National Information or New Service on dairy products in which 
information and data of a definite detailed character on the national supply, 
demand, prices, and market conditions, also, where important and possible, 
on international conditions, should be developed and furnished to all 
branches of the dairy industry. 

I might say that because of the very nature of a great deal of this 
information, and that it must be obtained irom private firms, it could 
probably best be handled by an impartial agency such as the United States 
Government. And as we are attempting to at the present time, through 
our United States Bureau of Markets. Such a national service with inter- 
national information is desirable and necessary for accurate and reason- 
able information on market conditions, is essential to the intelligent con- 
duct of the business of marketing dairy products. 

In other words, I mean to say that you need more men to know what 
a few others are doing. You ought to know, if it is possible, what condi- 
tions are throughout your whole industry, so that day by day you can 
size up conditions, and it will not be necessary to have a fluctuation of 
5 cents a pound in cheese or 10 cents a pound in butter occurring on a 
single day, in order to adjust supply and demand conditions through prices. 
Principle number seven: 

Essential to the obtaining of the largest possible maximum consump- 
tion of dairy products, these products should be marketed on a quality 
basis. That is, the consumers should be assured by some means of obtain- 
ing the highest quality product when the highest market price is paid. 
I have, on previous occasions, stated that that was the greatest evil 
that exists in our dairy industry. We seem to proceed sort of on the basis 
of "Let the buyer beware" in some of the markets. .,,-,,■, 

When I have been forced to buy dairy products I have wished I had 
been a little more wary than I was when I bought them. That system 
of merchandizing in other classes of goods means a larger demand of 
goods and certainly in the marketing of dairy products, it would be desir- 
able that they be standardized and marketed on a quality basis. 

Principle number eight: , . , j . i-t 

Standardization is essential to the marketing of products on a quality 

^^This requires the establishment of standards for quality, standards for 
grading the products, according to quality, which should be uniform in 
both interstate and intrastate commerce. To the end that such may be 
obtained the Federal Bureau of Markets and the Marketing Department 
of the State Government should work in closer co-operation in establishing 
and promulgating standards and grades for dairy products ,,„„,, 

Now another, which is not exactly a principle, but it is a thought, 
it seems to me, that is worth consideration by producers, particularly per- 
fecting market ng organizations, is the need of standardization of State 
and FedrrllLawi, particularly the State Laws, also of the type, form, and 
character of producers' milk marketing organizations. Such would pro- 
mote co-ordination of effort and action, also greatly simplify the working 
^ut of a uniform accounting method and compilation of comparative data 

*'°"\ d'o'^noTfnow lust' what the chairman may have had in mind asking 
me to speak to y^u this morning about. Perhaps in the remarks that I 
We made I have presented sufficient material so that I should close, 
have made 1 nave v though, that the Bureau of Markets, we interpret 

the statement of the Secretary%f Agriculture, in the recent grain hearing 
SchS in respect to the work of the department, said that we would 
continue to get consideration to the marketing, and we hope to be able 
continue to get ^u consideration is given to production. 

If fhrSureau^o Markets can be of any assistance, we will only feel that 
If the Bureau oi i comply with the requests received for 

TssisYance frfm your Burlu. We are, in our Bureau of Markets, studying 
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different types of organizations, legislation, cost of marketing, systems of 
accounting, marketing methods, and practices. If, at any time we can be 
of assistance because of information that we have or assistance that we 
can give, we will be very glad to have you call upon us, because our 
assistance is largely given in answer and response to a request for it. 

Chairman Coverdale: Are there any questions you would like to ask 
Mr. Potts at this time? 

Mr. Glover: The suggestion which Mr. Potts made with regard to 
the standardization of cheese, the regulation of price, brings to my mind 
the marketing conditions of cheese in Wisconsin. We must bear in mind 
that Wisconsin produces 75. per cent of the cheese in the United States, 
and that 70 per cent of that cheese is purchased by the packing interests 
of Chicago. Now there is nothing criminal about the packing interests 
coming into Wisconsin and buying 70 per cent of our cheese, which will 
give them full control of the market. But we are stupid, indeed, in Wis- 
consin to permit them to have control of 70 per cent of our product, when 
we manufacture 75 per cent of the total cheese in the United States. It 
does not take a large imagination to note or to see, rather, that the packers 
can, with their own price fixing machinery, establish the price of cheese 
throughout the United States when they control such a large portion of 
the product. It does not take even a majority of a commodity in the hands 
of a single person to control the prices. It is my idea that before we get 
in position to at least have a little something to say about the prices, that 
the cheese factories of Wisconsin must federate in order to cure and to 
market their cheese co-operatively. It is not because there is an over- 
supply of cheese necessarily that the price has gone' down. The price 
of wheat has gone down, gentlemen, and there are 200,000,000 bushels of 
wheat less this year than there were last year. This situation only shows 
how essential it is that the producers establish their own marketing 
machinery. 

Chairman Coverdale: The Resolutions Committee has requested that 
if anyone has a resolution that he cares to oflfer to the committee, if he 
will kindly writeit out and place it on the table here before the noon hour 
they will appreciate it. 

There has also been a numerous amount of requests relative to the 
proceedings of this meeting, and I am going to ask Mr. Guard, Director 
of Information for the American Farm Bureau Federation, as to how the 
matter may be handled. 

Mr. Guard: Mr. Chairman and Gentlemen: A conference is always 
very successful when the experiences related therein in a report of the 
conference serves as a source book to the people who would like to study 
the problems further. We should be very glad to print the proceedings of 
this conference in detail, because some very vital things have been said 
here. We shall be glad to send each one who attended this conference a 
copy of the proceedings in a few weeks, unless we are interfered with very 
prompt publication by the printers' strike now on in Chicago. If, after 
receiving that copy, you desire large quantities, we shall be glad to furnish 
those to you at cost for distribution as you see fit, and we shall also use 
dur own distributing machinery for scattering reports broadcast. 

Chairman Coverdale: We will next take up the butter phase of the 
dairy situation and will ask Professor A. J. McGuire, of the University 
Farm, St. Paul, Minn., to discuss "Co-operative Marketing of Butter." 

CO-OPERATIVE MARKETING OF BUTTER 
By A. J. McGuire 
A. J. McGuire, University of Minnesota: The co-operative marketing 
of butter may be considered a necessary work in the future of dairying. It 
may, be considered necessary in order that the dairy farmers of this country 
shall be able to successfully meet the competition of foreign butter It 
may be necessary to successfully meet the competition of imitation butter 
in this country. It should aid in improving the quality of butter that is 
below grade, and it should lessen the cost of marketing butter 

Any one who has given carefiil study to the butter situation from the 
standpomt of the producer— and the producer is the chief one concerned 

74 



^o^cTbusinS.''"' ^''' '^^* co-operation 5s not only a safeguard, but it is 
In Minnesota co-operation is well known to the dairy farmers Thev 
fhTis't'^twentv^fivr'"^ their butter there in co-operative crean!;eries for 
ttie past twenty-five years and with exceptional success. There are 600 
co-operative creameries in the state that manufacture close to one hundred 
million pounds of butter yearly. nunuicu 

rr..ilrf.'i ^.^/m- ""^^ ^ pardoned if I frequently refer to the co-operative 
creameries of Minnesota, my home state. I do so because they afford a 
concrete example of co-operation at work, which is none too common in 
the country as a whole. And also for the reason that the co-operative 
creameries of Minnesota pay the farmers remarkably well, in comparison 
with other systems. i' ■= 

For example for the year 1920 the best co-operative creameries in 
Minnesota paid an average price of 70 cents a pound for butterfat, over 
and above all expenses, for the entire year. This was for butterfat made 
into butter. The skim milk was kept on the farm. 

The average net price, paid by the 600 co-operative creameries for the 
year was 65 cents. To bring their prices still more up to date I might say 
that their average net price paid to the farmers for butterfat for churning 
cream, during the first three months of this year was over SO cents a 
pound, the best co-operative creameries paying 60 cents for January and 
February and 55 cents for March. 

You who have noted the prices paid for butterfat under the non-co- 
operative system, know that these prices I have quoted are more than ten 
per cent higher, as a very modest estimate. 

When we study co-operation at work in the co-operative creamery, 
we can readily see that the most outstanding factor in the cause for the 
higher price paid, is the good quality of butter made. The co-operative 
creamery is located in the community- where the butterfat is produced. 
The cream can be delivered to the creamery fresh and sweet and butter 
made from fresh, sweet cream carries that most excellent flavor and quality 
of fresh, sweet cream. The co-operative creamery owned and managed by 
the farmers, is a most potent educator for high quality butter. 

A second reason why co-operative creameries pay is that they manu- 
facture butter at a low cost. They manufacture the finished product close 
to the farm where the overhead expense of management, stock dividends, 
etc., is reduced to a minimum. And again they have eliminated to a large 
extent the much talked of unnecessary middleman. The co-operative cream- 
eries ship their butter direct to the large centers of population where it 
is consumed. 

While the co-operative creamery has accomplished much there still 
remains much to be done — those things that I mentioned in the beginning — 
to meet honest competition from foreign butter, dishonest competition from 
products that are foreign to ' the dairy industry, but that masquerade in 
the form of dairy products. And then the indictment of poor butter that 
brings condemnation upon itself, of which there is altogether too much 
manufactured and without any logical excuse. 

The organization of the co-operative creameries in Minnesota 25 years 
ago is regarded as the most valued and important works ever accomplished 
by the farmers there. But strange as it may seem, co-operation has devel- 
oped but very little beyond the creamery. Each co-operative creamery 
has worked independently to a very large extent, of its neighbor co-opera- 
tive creameries They have had some co-operation. They have their own 
co-operative insurance that is very successful. A number of the creameries 
have developed a butter commission house in New York that is successful 
and that deserves much credit for its pioneer work in this field. I refer 
to the Minnesota Co-operative Dairies Association. But as a whole the 
Minnesota Co-operative Creameries have not until very recently, under- 
taken to establish a general business organization for the marketing of 
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their butter and the work that is necessarily a part of the marketing of 
'butter. 

Minnesota now has under development the organization of a state- 
wide co-operative creameries association. This association has for its pur- 
pose the manufacture of a uniform and high quality butter in all the 
co-operative creameries of the state, and the marketing of this butter to 
the best possible advantage. The nucleus of this is already working in 
one of the leading dairy districts of the state, where twenty co-operative 
creameries manufacturing over three million pounds of butter a year, have 
.joined together in the employment of a field man to assist them in uni- 
formity of high quality butter and the shipment of their butter in car 
lots, etc. 

A committee appointed by the co-operative creameries of the state 
is at work on plans for a state-wide association. A general meeting of 
representatives of all the co-operative creameries of the state will be held 
in St. Paul, June 6th. 

The co-operative marketing of butter in order to be successful, must 
be something more than a marketing organization. It must reach back, 
to the source of the production of the butter to the farms, and it must 
reach ahead to the consumers and to the consumers of not only today but 
of tomorrow. 

I confess that I cannot think of a plan for the successful marketing 
of butter, and by successful I mean a plan that will best pay the dairymen 
back on the farms, that is not so organized that will bring about high 
quality butter. My idea of a co-operative butter marketing association, 
is an association that will be just as active in the manufacture of the butter 
as in the sale of the butter. Butter that is well made can be well sold. 
Butter that is poorly made, and by this I mean low grade butter, may 
fool the consumer for a time, but when it is forced into competition with 
high grade butter, no marketing system in the world can save it. 

I am unable at this time to even suggest a national plan for the co-oper- 
ative marketing of butter, under the present system of manufacturing 
butter, as it is conducted in different sections of the country. I confess 
that I am very poor at apologizing for poor butter. Most Minnesota 
dairymen are. 

The plan we hope to see in operation in Minnesota (and which should 
work splendidly with the co-operative and Jocal creameries of Wisconsin 
and Iowa) would be to have the association headquarters in Minnesota. 
The first work would be to organize the creameries in local units with 
from twenty to thirty creameries in a unit. An expert creamery operator 
would be employed to work with the creameries of each unit to standardize 
the butter, improve the quality, arrange for car lot shipments and act as a 
general adviser between the creameries and headquarters. An addition 
to this field man for each unit, expert butter judges would be employed 
to regularly judge butter for all the creameries of the state association. 
A sample from each churning would be shipped to state headquarters 
where it would be scored and held until the butter was sold, so that if any 
question arose as to its quality, the original sample would still be on hand 
for rescoring. The field men, the creamery operators and the creamery 
managers would be kept informed from state headquarters at all times 
as to the quality of butter being made in- each creamery. 

The state co-operative creameries association (might also include local 
creameries) would operate through a board of directors elected by all the 
creameries belonging to the association. This board of directors would 
elect a general manager who would have general supervision of all the 
work including the sale of the butter. 

I would regard the first work of a butter marketing association, that 
of bringing each and every co-operative creamery up to a required standard. 
All our co-operative creameries even in Minnesota are not by any means 
first class, but it is surely to the interest of every first class co-operative 
creamery to help every other co-operative creamery become first class. 
Good butter is an advertisement for all good butter. Poor butter encourages 
the use of the so-called butter substitutes, and is detrimental to the whole 
dairy industry. 
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_ As It appears to me, that which is of first interest to the dairy farmer 
in the marketing of butter is to have butter of high quality and of uniformity 
and to have it shipped and sold in car lots. The quality, the uniformity 
the cost of transportation, are all factors that influence the net returns 
to the dairyman. 

When we come to the actual sale of the butter, I am not ready to 
say that it is necessary to eliminate our present butter merchants that 
have established a reputation of real service and responsibility I will 
say, however, that it requires a co-operative butter marketing association 
of the producers, to make it possible for the producers to know what 
butter merchants are always the most serviceable and responsible. A 
co-operative butter marketing association is necessary in order that the 
producers may make an intelligent study of the markets and their require- 
ments, and report back their findings. A co-operative butter marketing 
association is necessary to properly advertise the source of the butter 
rather than the dealer who handles it. 

The plan we are working for in Minnesota is that the butter shall be 
graded, scored and standardized in car lots in the very communities where 
it is produced and that it will be sold according to a guarantee (guarantee 
by the association as to its quality) before the car is out of the state, 
in fact before it is loaded. Farmers, I believe, are about the only business 
men in the world who ship their products first and sell afterward. They 
will always have to until they are able to standardize and guarantee their 
product, and this a co-operative marketing association can do. 

Our Minnesota plan we hope will be to have headquarters in the state, 
close to the important end of manufacture, but with able representatives 
in every large distributing center. The matter of providing for cold 
storage and financing the holding of butter in cold storage are matters 
that I shall not attempt to discuss here. 

I would estimate that if all the 600 co-operative creameries of Minne- 
sota went into a co-operative butter marketing organization, or for that 
matter the creameries of Wisconsin or Iowa or any other dairy state that 
manufacture butter on a large scale, that the cost of a marketing associa- 
tion such as I have tried to outline would not exceed one-half cent a 
pound on the butter manufactured. The gain from such an association 
for many creameries might amount to five cents a pound. 

The ultimate gain as I see it is a safer dairy industry, because it 
would bring about a much needed improvement in the quality of butter 
in a great many sections. When we fail to recognize the importance of 
quality in butter, we fail to recognize the very foundation of the dairy 
industry. 

In considering the matter of co-operative marketing of butter we 
feel that it is necessary from three standpoints, or we might say from four 
standpoints. 

First, to successfully meet with the competition of foreign butter that 
is being marketed in this country co-operatively. Secondly, to meet with 
the competition of imitation butter, and I don't believe that the dairymen 
of this country can meet that competition successfully if they work single 
handed. Third, I believe that through co-operation we can reduce the 
cost of distribution. Fourth, and last, I believe that through the co-opera- 
tive effort we can greatly improve the quality of much of the butter pro- 
duced in the United States. 

And I want to say, gentlemen, that I believe that is first in importance. 
I made a study of the butter situation during the past 20 years, and I would 
be extremely fearful in our competition if we could not, rely upon quality. 
I think that is fundamentally first. When you manufacture a butter that 
is good, wholesome, and educate the people to that quality of butter, they 
will buy it while they have the money to pay for it. 

In Minnesota we have 600 co-operative creameries, perhaps more than 
in all the rest of the United States together. I was concerned yesterday 
evening in hearing a discussion on co-operative efforts that has largely 
failed in other states in the manufacture of butter, and I want to say to 
you gentlemen that the manufacture of butter in Minnesota in co-operative 
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factories has been imminently and remarkably successful from the stand- 
point of the net price return to the producer. 

Our 600 creameries, co-operative creameries in Minnesota manufacture 
in the neighborhood of 100,000,000 pounds of butter a year. During the 
past three years they have paid to the farmers in the neighborhood of 
$60,000,000 a year net. It is no small business. 

We find in making a study of these co-operative creameries that they 
pay, and I believe that you must approach a farmer from that standpoint 
first, and for that matter every man under our present systemof economics. 
I would like to give you some evidence as to our co-operative creameries 
for the year 1920, and that is fresh in your mind. ' Our co-operative 
creamery, the 600, paid an average net price to the farmers of 65 cents 
a pound for butter fat. Our best co-operative creameries paid an average 
net price for the entire year of 70 cents a pound. During the months of 
March and April, 1920, when we reached the high point in price, our 
best co-operative creameries paid 80 cents a pound for butter fat, and 
to bring these records more up to date, I will say that for the past three 
months, or for the first three manths of 1921, the prices may be still fresh 
in your mind, our co-aperative creameries paid an average price of 52 cents. 
For the month of March o.ur- best creameries paid 55 and 56 cents. I 
cannot just tell you what they were paid for April because they work on 
a purely co-operative basis. They take in the cream, manufacture it into 
butter, ship the butter to Eastern markets — practically all the butter we 
produce in Minnesota in our co-operative creameries is sold in the east — 
most of it in New York and Philadelphia, some in Cljicago. When the 
returns are made to the creameries, the creameries deduct the cost of 
operation, the cost of manufacture and return the balance to the farmers. 
In studying the co-operative creameries as to why they pay, I might say 
that first is apparent that they pay for the quality of the butter they 
make. They make a high quality of butter, and the reason for that is 
that the butter is made close to the point where it is produced, where, 
the cream is produced. It is possible in our local co-operative creameries 
to manufacture the cream into butter while it is still sweet and fresh. That 
is one of the first reasons they pay, through the high quality of butter 
they are able to make. 

The second reason is that their overhead expense, management, etc., 
is reduced to the minimum. The farmers themselves operate the business 
through their ofScers and Board of Directors. 

In considering the matter of marketing butter co-operatively, and 
nation wide, and I believe that that is the purpose of the discussion here 
today, I want to say that I am unable to think put any plan whereby we 
could use the National Organization for the marketing of butter under 
our present system because, except in the states of Minnesota and Wis- 
consin and Iowa, the farmers do not market butter. The butter is not 
in their hands. They take the cream to privately owned factories, and 
they manufacture the butter and sell it. So if we are to consider the 
subject of marketing through the Farm Bureau, it seems to me that we 
must come back to the co-operative manufacturing of butter, and I cannot 
consider the subject of marketing butter in any other way except through 
our co-operative creameries. 

The co-operative creameries of Minnesota are now in the process of 
organizing a state-wide association. For two years we were organizing 
the creameries in local associations, that is, the creameries had a company 
forming a local unit, and some of these local units are now shipping their 
butter in carloads, making a material saving in that way. 

There is a demand and has been a demand for a state-wide associa- 
tion, and we are now organizing such an association in Minnesota. And 
I believe that we can establish a state-wide marketing association of our 
co-operative creameries, and I see no reason why that association cannot 
successfully include the co-operative creameries of Wisconsin and Iowa 
or any other states where the farmers manufacture and sell their butter. 

And, gentlemen, I wish to most sincerely recommend to you today 
the co-operative creamery system. I think it is fundamentally sound, and 
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I believe it is the only system through which you can be insured of manu- 
facturing a high quality butter. 

You have mentioned quality here so often today, believing it thor- 
oughly, It seems to me that the co-operative creamery system is the only 
system whereby we can insure this high quality. 

Now, as to the system that we are persuing in Minnesota through our 
state organization, and I am glad to say that our state association or our 
state organization is already functioning through a single unit, the first 
unit that has been organized. This unit now includes 20 co-operative cream- 
eries in an area of about IS or 20 square miles. They have employed a 
field man to standardize the butter, to assist them in car lot shipments, 
to follow the butter through to the terminal market, and to make a study 
of the sale of the butter and report back to the creamery. This field man 
IS an expert creamery operator and expert butter judge and he can give 
the different creameries .expert advice along that line, and we hope to 
develop our local state association along that hne. 

, I want to say this 'to you gentlemen, in the marketing of a dairy 
product that the manufacture and the sale cannot be separated. I feel that 
an association, to sell butter successfully, must directly control the manu- 
facture of butter to see that high quality butter is manufactured and pro- 
duced. So the kind we are developing, that we have already developed, 
begins with the creamery, you might say begins with the farmer, to employ 
a man to work with the individual creamery, with the group of creameries, 
and to see that the butter manufactured in this group of creameries is' 
manufactured under the best system and a uniform high grade of butter 
is produced. We are starting out to develop our state association through 
a system of having a field for over 20 or 30 creameries, then have a certain 
number of men for the whole state that will act in the capacity of expert 
butter judges to standardize the product throughout the state, to ship in 
car lots, to study market conditions, and to keep the different creameries 
informed at all times as to the market condition, and as to the quality of 
their product. 

Beyond this I am not prepared to go at this time, I am not prepared 
to say that we should eliminate our present butter merchants. I find 
that there are over 100 different butter merchants who buy co-operative 
creamery butter in Minnesota. I do not believe that we need that many, 
but while the creameries continue to sell their product individually, without 
any state association there is no way of eliminating the poorer and less 
deserving commissioner. It may be in time that we can develop an asso- 
ciation that can distribute the butter to better advantage than it is now 
being distributed. But I wish to say from my study of the distributors 
of butter, in most of our large centers, that it is quite efficiently distributed. 
It would seem to me that there is a real competition between the butter 
buyers. We do not seem to be able to make that statement with regard 
to the buyers of cream, so while we are able to sell our butter on a com- 
petitive market, I feel that it is not necessary for the time being to develop 
a distributing, you might say a retail association. But what I do feel is 
extremely important is to improve the quality of butter, to ship more 
efficiently in our lots, to sell under some central association, so that we 
may make a more thorough study of our market. 

The state association, I believe, can greatly improve the quality of 
butter, even in Minnesota. As to how you can improve the quality of 
butter in many of the butter producing sections of the United States I 
am not prepared to say, except this — but it seems to me the co-operative 
creamery system, or the local creamery system must be introduced, and 
the co-operative creamery system has been so imminently successful in 
Minnesota, that I do not see why it will not work in every state where 
dairying is conducted to any considerable extent whatsoever. 

I might say just a word in closing as to the organization of our co-oper- 
ative creameries. It is not an impossible or difficult task whatsoever. In 
some of our leading dairy companies there is a co-operative creamery for 
each township, from SO to 100 co-operating to raise the necessary funds. 
The cost of our early creameries, tlie creameries built in the early years,' 
was only from three to five thousand dollars, including the creamery and 
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equipment. At the present time the cost is from eight to fifteen thousand 
dollars. A number of the most successful creameries are building at a 
cost of from twenty to fifty thousand dollars. But we can still build an 
efficient creamery in every way from ten to fifteen thousand dollars, or 
$100.00 for each of 100 farmers. We find that our best creameries have 
from 700 to 1,500 cows. The average of our 600 co-operative creameries 
in the state, that is the average butter manufactured, is around 150,000 
pounds. Compare that with your plant that manufactures a million pounds. 
We find that largeness is not necessary. We have creameries manufac- 
turing 150,000 pounds of butter a year that last year paid as high as 70 
cents a pound for butter fat. 

When we make a study of our co-operative creameries we find these 
conditions standing out distinctly that influence success: First, a sufficient 
amount of butter fat, which is small compared with other systems. We 
find that when we get belqw 60,000 lbs. a year, a' creamery cannot operate 
successfully. From 100,000 to 200,000 pounds of. butter fat a year is all 
that is necessary. That is the first requirement. The second requirement 
is to manufacture butter of high quality, butter that will sell for New 
York extra. And third, good business management. And when you com- 
bine these three factors you may have a successful co-operative creamery 
that pays the farmer from $10.00 to $25.00 more a year for each cow's milk 
than any of the other systems for manufacturing butter. 

Chairman Coverdale: Gentlemen, this question is now open for dis- 
cussion. 

Mr. Glover: I would like to ask Mr. McGuire if he thinks that the 
creamery producing 150,000 pounds of butter per year is operating as 
economically as if it produced twice or three times that amiount of butter. 

Mr. McGuire: It depends upon the territory. We find that when a 
creamery has to go beyond a certain area for its product, what it gains in 
volume it loses in quality. Our best creameries in Minnesota manufacture, 
as you say, twice that amount of butter a year, or 300,000 pounds of butter 
a year. But some of our second grade creameries also manufacture 300,000 
pounds and that is because they are spread out over so much territory 
that the cream is in a poor condition when it reaches the creaniery and 
they lose the price. 

Mr. McKerrow: I would like to say a word on this proposition. First, 
I want to say "Amen" to everything Professor McGuire has said. Like 
Professor McGuire, Mr. Chairman, last night I was a little touched and 
stirred up by the remarks of the gentleman from Ohio in regard to the 
failure of co-operative creamery work in that state. I have been through 
Ohio some, and outside of one or two districts, I never have seen a strictly 
dairy district. The Ohio farmers that I have met have, as a rule, told 
me that they were simply dairying on the side, like the farmers of Illinois, 
and a part of Iowa and many of our other states, rich states. I am here 
to say that in Wisconsin the co-operative cheese factory and creamery 
has been successful. We have had, especially in the early days of co-oper- 
ative work along these lines, some failures, but the best dairy districts in 
Wisconsin today are covered by the co-operative enterprises, cheese fac- 
tories and creameries. 

I have seen, like Professor Erf, some of these creameries turned into 
storehouses and warehouses. I don't know that I have seen any of them 
turned into dwelling houses, but right beside them or a little ways off, 
are the largest creameries that have grown out of the smaller ones that 
are used as storehouses today. 

When some of us suggested that we send some cheese down here, 
or have the Wisconsin Federation send some down, the object was to 
give you gentlemen an object lesson in quality dairy products. I am glad 
that Professor McGuire dwelt on quality in dairy products as one of the 
things which is necessary. During these recent times when the Devil and 
Kaiser jolted this old world as they did we have been losing quality both 
in products and in men. We want to get back in quality. I think you 
gentlemen who tasted this cheese will go home with a good flavor in your 
mouths, and you will be looking for "Mello-Creme" the next time you 
buy cheese. The same is true of dairy products. We have one company 

80 



ill our state where nearly all of the milk produced in that section goes 
to the co-operative creamery and is made into the farmer's butter, and in 
this company they have organized a company's selling federation. It has 
been running a year or more. They have saved several thousand dollars in 
freight -to New York City by loading in full carloads, and they have saved 
on the average seven days in transit. 

Like Professor McGuire, I believe that the dairy districts where we 
have co-operative creameries, cheese factories, should combine in selling 
agencies. It will be pretty hard to link up some classes of creamefies, 
that is, the centralizing plant where of necessity the quality of their product 
is not up to standard to sell with our local co-operative creamery product. 
And I think it will be some time before we do that. 

While I am on my feet I want to touch on the subject of Professor 
Munn and Professor McGuire in advertising the product. 

In our county we pay prizes for the essays written by the school 
children on the value of that product as a food. It stirred up the whole 
county. Father and mother and everybody were stirred up to investigate 
this question of the value of dairy products. The schools were divided 
into three classes, the country school of one room, the two-room school, 
and the high schools, for fear that the high schools would win all the 
prizes away from the boys and girls in the country schools. Then they 
made a sweep stake plan, bringing these three classes together to give the 
high schools a chance to get the sweep stakes, but the result was that 
four out of the five sweep" stakes prizes went to the one-room country 
school. 

We happened to have in our township the boy who won first place, 
and I met his father a few days after, and I said to him, "Otto,^ l,^^^ 
glad to see that your boy was the winner. He must be pretty smart." _ Yah, 
aye guess he is smart enough." I said, "That was fine." He said, "Yah, 
I don't know as that is so fine, he talk he want to go to High School next 
year and my wife she want him to go to High School, and I vant he should 
work on the farm, and now ay guess lak he should go." 

I am told by people living in the country that since those essays were 
written and read and prizes awarded that the farmers in Waukesha County 
that used to buy only Oleomargarine have stopped insultmg their children 
by putting it on the table. I have told this in some of the counties of 
our state, and the Farm Bureaus have immediately decided to spend some 
of their local money in the same kind of campaign, and I believe if you 
gentlemen will go home and advise the same thing, you will help this 
advertising along, and we can't do too much along those lines. 

There is one other thing I want to say. A few years ago I was in 
the midst of a fight up in Wisconsin to do away with the making of filled 
cheese I used to cross the ocean every season, and in those years, when 
I admitted that I was from Wisconsin, some English cheese eater would 
sav "Oh yes that is where you make that rotten cheese that you have 
been sending us." Of course, that stirred me up, and I was against the 
filled cheese Today we have filled milk, and it is being made m Wisconsin, 
too, and consumed not only in Wisconsin but in other states m this Umon, 
a few states, and that is one of the good things about Ohio They have a 
law against it and it has been endorsed by the Supreme Court of the Umted 

^***In addition, we have a bill before our legislature in Wisconsin for- 
bidding the manufacture and sale of this filled milk product, because we 
don'i want the consumers in Wisconsin to be hoodwinked by buymg milk 
that has been filled with cocoanut oil, and there are ignorant people in 
Wisconsin Of course, they are not. the farmers that I am referring to 
now but in our cities there are some people who will, buy this filled milk 
bera'use it comes a little cheaper, and they are feeding i even to their 
children although it says on those cans, "Do not feed to infants in place 
of whok milk" But just. above that statement on one of the cans I have 
notked thTword "Hebe" and the wise men tell me that means "Goddess 
of Vnnth '^ W my first thought was I ought to use that product and be 
a pince de Leon find the Spring of Eternal Youth. But when I saw below 
ft "Not good for infants" I began to ask some of the ladies when an infant 
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ceased to be ah infant and become a child. They would tell me when it 
took solid food, or when it was two or three years old. I met a legal friend 
&nd asked him and he said "When they are twenty-one." Then I heard 
that people get into second childhood. So I thought it was safe for me 
to leave the stuff alone. 

Now, I do hope that this committee on resolutions, a lot of good, hard 
headed fellows, will pass a resolution condemning the making of filled 
milk, because we Wisconsin farmers don't want to work against the coolie 
laborer that raises cocoanuts, and I hope, gentlemen of the committee, that 
you will bring in a resolution — I thought of bringing one in myself — but 
I know that you can write it better than I can. 1 thank you, Mr. Chairman. 

Chairman Coverdale: Gentlemen: This subject of co-operative cream- 
eries and the distributi'on centers riiore or less about both the co-operative 
creamery and the cheese factory, and it seems to me, before we proceed 
with the discussion much further on the butter situation, that it would be 
well to hear a report on the Wisconsin Cheese Federation by Mr. Foster, 
assistant director of marketing. 

Mr. Foster: Mr Chairman and Gentlemen: If I can give you gentle- 
men a brief picture of Wisconsin by telling you that we have 2700 cheese 
factories, 70 condenseries, and in the neighborhood of 400 to 600 creameries, 
you will realize that the whole milk marketing problem necessarily must- be 
connected up with the creamery, the condensery and the cheese factory. 

In 1916 we had 19 condenseries. In 1920 we had approxiniately 70 
condenseries. 

My topic for discussion this morning is cheese and the Cheese Federa- 
tion. 

We produced last year 307,000,000 pounds of cheese in Wisconsin. 
207,000,000 pounds of that was the American cheese, and about 70,000,000 
pounds of it the foreign type of cheese, including brick, Limberger, Swiss 
and block. 

Now, there was started in Wisconsin in 1921 an agitation on the part 
of an ex-senator to start a selling organization for cheese factories. I am 
sorry to say that less than half of the cheese factories of Wisconsin are 
co-operatively owned and operated. The majority of the cheese factories 
in Wisconsin are owned and operated by private individuals, the majority 
of them being cheese makers, owning the factory and its equipment, and 
the common basis of handling cheese is to pay the cheese maker a specified 
sum per pound for making cheese, and in the olden days it was the custom 
to allow the cheese maker to sell the cheese to the farmers. It was common 
talk at that time, and I might say the practice is still going on, that cheese 
makers are often paid as much as J4 cent a pound for their own benefit, 
for their own pocket, if they will turn cheese from one dealer to another, 
the farmers having absolutely nothing to say as to where the cheese maker 
is allowed to sell the cheese, as to where the cheese should go. 

Senator Henry Krumery in 1912 was very much dissatisfied with the 
margin between summer and winter cheese prices. He was also dissatis- 
fied on the margin that was being ' taken at that time of from 8 to 12 
per cent. He started at that time and made an investigation and decided 
on organizing a cheese selling organization. So in April, 1914, there was 
started a federation, composed as I remember of 44 or 45 factories. It was 
a county proposition. The thing they tried to do was to sell cheese on 
a par with other dealers. They started fooling with the Plymouth Board 
and they tried it just once and it proved sufficient. 

Mr. Glover, of Hoard's Dairymen, has told you who are the principal 
handlers of cheese on the Plymouth Board. The Plymouth Board used to 
be composed of cheese factories offering cheese for sale, and buyers. Today 
it is composed primarily of buyers selling to one another. That is the 
efficiency that the farmer has in determining his price for cheese is by a 
group of buyers interested in the selling of cheese. Very little cheese is 
offered by the actual factory men today. There was a time when we had 
several large boards in different parts of the state. Today there is one, 
rather two, one recently starting at Milwaukee. 
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So from the standpoint of efficiency and marketing we have not done 
much. We have just gotten started i-n Wisconsin, and these 44 factories, 
starting in 1914^ have branched out until today they are 120 factories. 

One thing that they encountered was that they built their organization 
for a country rather than for a state, and there were some of the fudamental 
principles that they ought to have had in their original organization that 
■were not there. In the first place, they started out to pay board price. Get 
me? Mind, the factors of determination of board price and the possibilities 
of influencing board price, and then to have a small group of farmers going 
out on the basis of paying board price when the manipulation of the market 
was in the hands of other pepple. 

In spite of that difficulty they succeeded. It was not due to proper 
finance. It was not due to advertising. It was due primarily to efficient 
management oii the part of the federation. 

I would like to take you through the development of the Cheese 
Federation in just a few words. I will incorporate this in the report, so 
that you may get an idea of this unorganized territory that you milk men 
in the cities have to work about, because after all' the price that can be 
charged in the city is going to be determined, there is going to be some 
relation between the price that the man in the cheese factory and in the 
creamery and in the condensery gets, and you can't get away from that 
proposition, no matter how much you try. The price of milk here in 
Chicago, if it gets beyond a certain point, you will get from all of these 
cheese factories milk, because we can ship and have shipped, I am sorry 
to say, from the northern part of the state, a great many caHoads on to 
your Chicago market because the difference in net price to the farmer 
was such that it was an incentive to take care of the sanitary requirement 
in order to produce milk for .city consumption. We shipped milk from 
Wisconsin to St. Louis last year during the milk strike there. So I say the 
importance of getting a well organized territory of cheese factories and 
creameries is of vital importance to the man who is selling city milk. 

They handled 6,000,000 of cheese in 1914. 



Number of Factories 
from Whom Cheese 
Year was Received 

1914 4S* 

1915 43 

1916 45 

1917 56 

1918 63 
■1919 120 
1920 120 



*For nine months only. 



TABLE I 

Pounds of 

Cheese Received 

from Factories 

6,125,480 

7,558,796 

7,490,020 

8,981,308 

■ 8,522,509 

14,098,021 

13,982,817 



Pounds of Cheese _ 
Received from Factories 
for Every 100 Pounds 
Received in 1914 
100.0 
123.4 
122.3 
146.6 
139.1 
230.1 
228.3 



TABLE II 



Average Net 
Paid to Factories . Price per Pound 
Year for Cheese Sold Paid Factories 

1914 $ 853,005.33 13.964 

1915 1,104,516.47 14.708 

1916 1272,663.54 17.137 

1917 2;i22,076.32 23.538 

1918 2,252,943.25 26.241 

1919 4,209,479.96 30.109 

1920 3,590,505.01 ' 25.712 
For nine months only. 

Increase paid per pound over 1914. ... 

In other words, the organization has been gomg along in 

nronoftion to the number of factories, running from 45 to 120 at the present 

toe The efficiency of this organization, I th nk you men might be inter- 

esTed in knowing the cost of operation, and if you will premit me at this 
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Percentage 

"S.33% 
22.72% 
68.57% 
87.92% 

115.62% 
84.13% 



Amount Paid 
Each Year for 
Each Dollar 
Paid in 1914 
$1.00 
1.29 
1.49 
2.49 
2.64 
4.93 
4.21 



time, I will quickly show the division of a dollar received by the cheese 
factory, the Cheese Federation. I am just going to give you one year, the 
year 1920, not the best year, but it was the last year. 

NUMBER OF CENTS PAID OUT OR CHARGED TO EXEPNSES 

FOR EVERY DOLLAR TAKEN IN BY FEDERATION 

FROM CHEESE SALES (NET) 

1914x 191S 1916 1917 1918 1919 1920 
To factories for cheese 

sold 97.64 97.50 97. SS 97.72 97.00 97.75 97.41 

Freight from factory to 

Federation 35 .29 .25 .23 .27 .32 .41 

Cheese plus freight 97.99 97.79 97.80 97.95 97.27 98.07 97.82 

Margin retained to meet 

expenses 2.01 2.21 2.20 2.05 2.73 1.93 2.18 

Total— Net sale •. . 100.00 100.00 100.00 100.00 100.00 100.00 100.00 

*Total actual expenses of 

Federation 1.65 1.44 1.32t 1.22t 1.49t 1.52$ 2.22 

To savings fund from 

margin retained for 

expenses 36 .11 .88 .83 1.24 .41** .04 

2.01 2.21 2.20 2.05 ^2.73 1.93 2.18 
Actual Expenses 
Office: 

Salaries 48 .38 .32 .26 .30 .27 .47 

Other 29 .24 .24 .21 .27 .29 .60 

Total office expenses 11 .62 .56 .47 .57 .56 1.07 

Warehouse: 

Salaries 38 .39 .33 .27 .32 .36 .46 

Other 50 .43 .43t .48t .60 .60 .69 

Total warehouse ex- 
penses 88 .82 .76 .75 .92 .96 1.15 

To savings fund from 
interest, storage, sup- 
plies, income .17 .12 .12 .10 .08 .15** .10 

Cheese worth 100c in 

1914 advanced to.... 100 105.33 122.72 168.57 181.92 215.62 184.13 



depreciation reserve of prior 
but more than offset by net 



xFor nine months' operations. 

♦Includes interest paid. 

tincludes depreciation. 
. JNo depreciation charged to expense; 
years credited back to surplus. 

**Deficit from cheese sales operations, 
non-operating income. See **. 

The Federation is the stock corporation at the present time. 
When I say present time, they anticipate turning over to another plan. One 
of the biggest difficulties they have encountered has been the lack of assur- 
ance of continuous volume of business, and there have been several changes 
which have come up in the plans of the Federation that have been adopted 
within the last six months. I would like to have the time to give you these. 
The capital stock of this Federation at the present time is $1,320. The 
volume of business last year amounted to $3,359,550 — on a $1,320 capital 
stock. They tried to advance the board price. It takes on the average 
seven weeks to get money back from the wholesale grocer, the packers 
and the other buyers, and return it to the farmer. So you can see their 
problem of finance, and, of course, every farmer wants his money as soon 
as his cheese leaves his local station, regardless of whether the Federation 
has it or not, they want it. So the problems of the Federation in the 
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future have been determined upon, and our State Division of Markets con- 
nected with the Farm Bureau, and the other organizations in the state, have 
recently gone over this whole situation to get a plan so that the Federation 
will be able to finance itself apd take care of business, as Mr. Potts said, in 
a businesslike way. But they have succeeded, gentlemen, in spite of this. 
I believe they have been an important factor in stabilizing prices as between 
summer and winter. We have practically a monopoly of long horn cheese, 
and you will find, if you could follow cheese quotations, that lotig horn 
cheese has been from 1 to 2 cents a pound, sometimes more than that, above 
other styles of cheese. There is a reason, and I want you to eat some of 
this. Eat all of it. Hereafter when you see "Mello-Creme" cheese you 
won't see anything but good cheese under that brand, the same as the 
western fellows have a brand of their own. 

Some of the things' that have been decided upon are that we are going 
to have contracts for a three-year period. I think five or ten would be 
better, but three is better than none. That is going to be an exclusive con- 
tract, and we are going to allow the local association only what cheese they 
want to consume. We have a contract that is going to have two features 
to it. One is a liquidated damage provision of 5 cents per pound. The 
other is to write out an injunction to force a local association to live up to 
the provisions of the contract. We are going, when we get these contracts 
signed, to have the cheese delivered, and that is one of the very essential 
things we think, in getting this thing on a good, sound basis. We^want 60 
per cent of the cheese of Wisconsin signed in contract when we go out on 
a bigger basis than we have at the present time. In other words, we are 
going to get contracts with our present Federation, and also all future con- 
tracts will be based upon a three-year period, and they will not take effect 
until 60 per cent of the cheese manufactured in Wisconsin is sold to the 
central organization. 

We have also adopted a uniform plan of payment. There are two 
ways of raising money. One is by getting the hard cash, and the other 
is by using the cheese as a financier instead of the money, by deferring 
the payment until the money has been received by the Federation. That 
means that once,' one month, for one period, we will say for January milk 
we will skip February and pay the iSth of March, doing that thing once 
will finance the Federation as far as it wants to go, because you have the 
money of that period, and it is easier to get cheese as a financier than it 
is money, in some sections of Wisconsin. Probably that is not true in 
other states. . 

Mr. McKerrow: We have as much money in Wisconsin as they have 
anywhere, Mr. Foster. 

Mr. Foster: Huh! Another thing, provisions have been made for get- 
ting something that the Federation has lacked. Their management has 
been fairly efficient, but they have not been willing, up until the present 
time, to go out and pay the money, to go out and pay the money to get 
the right kind of management and that is something they have decided to 
do, and have already secured the first man in that step. In other words, ' 
it is a question of getting efficient management and paying the price, what- 
ever it is we have to pay, to get it. _ 

The organization up until six months ago was both a warehousing 
and a sales organization under the same distinctive man. They are separated 
now a separate warehouse corporation with the common stock owned by 
the sales organization, held in trust by the board of directors, they voting 
themselves in as directors of the warehouse corporation. In other words, 
you have the control, you have the possibilities of finance, where you have 
the corporation separated into storing of cheese as. they intend to do. 

Another thing that has been done, and this is the first instance of it, 
is the branding of cheese and making provisions as a part of the selling 
expense of a certain fund which will-be used only for advertising purposes, 
advertising just the best quality of cheese under the brand of the Federa- 
tion. Consumption can be increased by advertising, and that is what we 
intend to do, and they are making provisions now as a part of the sellirig 
expense, retaining part of the money for an advertising fund. Now that 
the plans have been remodeled, the Federation, the Farm Bureau, the 
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Division of Markets, are working in co-operation to put this proposition 
over. We are taking only one point of view, that the farmers should control 
all local facilities for marketing and manufacturing agricultural products, 
not only dairy products, and we want to see. the warehouses and the local 
co-operative creameries that are now owned by private individuals, owned 
by the farmers as they should be, and that is one step that we are working 
on, from the standpoint of the three organizations that I have mentioned, 
the State, the Farm Bureau and the Cheese Federation. 

Now, that is a brief summary and you men have listened enduringly 
for the couple of days to speech after speech. I don't intend to bother 
you any more. If there are any questions you wish to ask I will be glad 
to answer them. I do feel that I want to make this point, that state lines 
are merely artificial lines, as far as marketing is concerned, and we want 
to get over with Minnesota on butter and cheese and whole milk, and 'we 
are trying to have a law passed in our legislature which will permit of 
national organizations to come in under the state, in the state, and operate 
as long as they are co-operative organizations. If they are not co-operative 
organizations, as we tmderstand them, they are going to have difficulty to 
get in there and operate, and one of the first evils that can come in is the 
question of proxy voting, and we are going to prohibit that and keep it 
out of the state of Wisconsin if we possibly can, because that is where 
dangers often come, one man coming in and controlling the community 
voting. . The other is the patronage dividend, limiting the stock and divi- 
dends paid to the stockholders on the stock organization. I thank you. 

Chairman Coverdale: We will now hear from Mr. F. A. Cornea,, 
secretary of the Cheese Products Association of Minnesota. 

Mr. Cornea: I did not come here to say anything. I came here to 
learn. I can't say anything about Minne.sota's cheese yet, although I wish 
I had brought some along to show you real quality. Our organization is 
not yet working. In other words, we are organizing. We have visited the 
Wisconsin people. We have asked them to come over and visit with us, 
and I am glad to say we are profiting by some of their mistakes and some 
of their past experiences. 

We have in three counties in southern Minnesota at the present time 
56 factories all' told, 35 of them signed contracts, and you will note by 
that statement that we have contracts with these factories and signed 
contracts to deliver their cheese to the Federation. 

We are building a warehouse and cold storage plant at Pine Island. 
The need for this will be more evident to you when I tell you the condi- 
tions that exist for marketing cheese in southeastern Minnesota. During 
the past eight or ten years most of the cheese, in fact 90 to 95 per cent 
of the cheese produced there, has been sold to packers and others who 
formed a so-called board. And that cheese is sold or handled locally by 
three men. In the month of March of this year we were getting in the 
neighborhood of 25 cents to 26 cents a pound for our cheese, and by the 
way, we make twin cheese largely, and cheese was moving fairly good at 
those prices. Beginning with the first of March, however, cheese began to 
drop, and sales began to slow up. We got to a point along about the 
middle of March and the first of April where many of our factories could 
not sell a pound of cheese at any price. The three buyers representing the 
three companies who buy Minnesota cheese would not talk to the managers 
of these factories, would not talk at all on cheese. You could not give 
them a pound of cheese, and I know one factory that got to the point 
where it had to have some money, and it loaded up a truck of cheese, 
and took a tour through southeastern Minnesota and sold the cheese to 
small grocery stores, in order to get money to pay the cheese makers' 
monthly salary. 

It seems to our fellows that when the prosperity or the success of 
the farmers in three counties depends upon the whims of three men rep- 
resenting that many different companies it is about time for them to get 
together and do something toward making up a market of their own. 

. We are capitalized at $51,000, and I don't know whether that will be 
enough or not. Time will tell. We are building the one plant at Pine 
Island, and if we grow as we hope to, we possibly will have sub-stations 
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at other points in southeastern Minnesota. We have not handled any 

?hree mnnfhl' ^f ^"''i^^/ ^'"u"°' t^ ^^"<^""^ ^"^ f°- another wo or 
iw^ "months, but we beheve that the time is coming when practically 
all the cheese made in Minnesota is going to be handled through co-opera 

V? '^;t?,!/^"'°"'5- J^" ^r^ ^'^ °^ ^^^^" ^^ °^- part of the state that 
are privately owned, but sentiment seems to be entirely in favor of the 
co-operative factory A number of things in our favor, possibly will help 
out as compared with the Wisconsin Federation. We do not get into our 
organization, are not taking into our organization, any but co-operative 
!hemsdvel° factories are owned and operated by the farmers 

We have, as I said before, contracts with the individual factories to 
delive'r their cheese to us We -are not planning to advance any money 
to the factories until the cheese is sold. We are going to run the federa- 
tion on pure y a co-operative basis. No money will be paid out to the 
factories until the federation receives that money from the people to whom 
they sell. 

Now I suppose we might have done differently than that if we had 
not had the experience of the Wisconsin Federation to go by I don't 
know that I can tell you anything more regarding our federation. It may 
be that after a few months or a few years I will have a great deal more 
to say. 

There is one thing that I would like to touch on at this time, and 
that IS the inter-relations between federations such as ours and the 'Wis- 
consin Federation, and the relation which necessarily must exist between 
a marketing organization, such as ours, and the milk marketing organi- 
zations. ■ Every year during the fall of the year, the Twin City Milk 
Producers' Association — and I can talk from experience because I was 
with the Twin City Milk Producers' Association until I moved to Pine 
Island — every year the Twin City Milk Producers' Association goes down 
into the Pine Island territory for several months and buys all the milk 
because their producers do not produce enough milk to , supply the Twin 
City trade, and now the cheese prices have dropped. I hear a good many 
factories wondering whether they can't sell milk in the Twin Cities because 
they have found that is a very profitable business. A few years ago we 
had a large condensery open at Faribault. Many of our factories shipped 
there in October of last year, which seems to be a rather fatal date for 
condenseries. This condensery closed up, owing in the neighborhood of 
$60,000 to factories and individual farmers who had been shipping the 
milk. A part of that money has been paid. Some of the factories received 
full payment; others did not. I know of a group of factories, and a large 
number of this group belong in our federation, at the present time, that 
banded together and secured counsel to represent them, and they have an 
agreement at the present time by which they are receiving from this con- 
densery $1,000 a month. Now, this condensery owes this group $38,000, 
and they are paying it at the rate of $1,000 a month, and the condensery 
has now re-operied. It has gone out to some of our factories to whom 
it owes money, and it is using as a plea that the dollars will come a little 
bit easier if they can operate and make money out of the operation. "We 
can pay you what we owe you." I presume we can say and not stretch 
the truth very far that this condensery is operated and paying themselves 
what the condensery owes them and scattering the payment over three 
years. 

It seems to me the farmers delivering milk to a condensery or farmers 
organized as the Twin Cities are organized, are ■ supplying a surplus of 
whole milk, and our men in the cheese business must get together on 
certain fundamental policies so that we don't begin scrapping with each 
other. I don't know what the Resolutions Committee has drawn up, 
but I do think that it is very essential at this time that some step be taken 
or some recommendation be made or some committee be appointed to 
do that, to study, possibly forsee, if we can, what the future relations in 
going to be of these various co-operative organizations, each one of them, 
the marketing organizations working side by side, and yet to some extent 
the interests difler. There is rather keen competition in our territory at 
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the present time between creameries and cheese factories, both co-opera- 
tive. In fact, one of our cheese factories, owing to the fall in price of 
cheese has had to close up for lack of patronage because so many of the 
patrons have taken their cream to a creamery on the other side of the 
territory. The Twin City milk producers come into our territory nearly 
every fall and want some milk. I believe we ought to give it to them. 
I believe we ought to work in harmony with them, and yet the Twin 
City Milk Producers' Association, and I think this is true of all other 
milk producers' associations, come along in the spring of the year, when 
we make a lot of cheese, and dump a lot of cheese on the market to help 
demoralize that market, if that is possible, worse than it has been this 
spring. Many of the cheese factory operators and many of the men on 
my board are beginning to have a little feeling in the matter. They seem 
to think we are pulling the chestnuts of the Twin Cities Milk Producers' 
Association out of the fire. One of our men was in the Twin Cities not 
long ago and found out that they put five carloads of cheese on the market 
and the cheese has been dropping ever since. You can see the state of 
mind tljat it is going to bring about in a good many of these factories and 
organizations from the point of view of a cheese factory man, a man 
who is producing cheese the year round. You Milk Producers' Associa- 
tions are merely intensifying the difference in production of cheese between 
the fall months and the spring months, and I believe that there are certain 
fundamental things that we must get at in order to help regulate the 
market and not intensify the difference in production with the seasons. 

I believe that is a question we should study here. If I am with you at 
some future meeting I may have more to tell you concerning our Cheese 
Producers' Federation of Minnesota. 

Mr. Holman: I wish Mr. Foster would tell us a little bit about the 
Wisconsin condensery situation and its relation to the cheese proposition 
and also the Chicago market. 

Mr. Foster: Why don't you ask a man something easy, Mr. Holman? 

Condenseries, as I spoke to you before, increased in the period from 
1916 to 1921 from 16 to about 70. I expect they are there to stay. That 
is, that seems to be their intentions. We have made several studies of 
the effect of the condensery upon cheese factories and creameries, and 
we have found in several sections that within a radius of from five to 
seven miles where the milk production is real intensive, as it is in Green 
County and the big dairy companies that the cheese factories, as many 
as 27, have been put out of business permanently when the condensery 
shut down. The farmers had absolutely ho market for milk or cream. 
I think these Milk Producers' Associations — that is the recommendation 
that we have given — should maintain a factory whether they operate it 
or not; at any rate have it ready. They should be ready to meet the 
emergency. That is the recommendation that we have been giving out, 
Mr. Holman, because whenever a price gets beyond or below a certain 
margin they have always got their alternative market. They have got 
it ready. This thing came on and the condenseries, I would say, were 
very fair in most instances in helping find a market for milk or cream 
by going to some trouble to put in separating machinery where they did 
not already have it and selling either sweet or sour cream to the cities, 
to Milwaukee, to Madison, increasing the supply, and in a great many 
cases went to the trouble of making butter and returning to the farmer. 
But I can't see it in any other way, except that the farmer should maintain 
his plant the year round, even if the doors are closed all the time. It is 
a mighty good investment to have an alternative market ready in case of 
an emergency and the costs would be at a minimum as far as costs were 
concerned. It would be the original investment. It would be an insurance, 
if you would want to call it that. 

There is one thing I forgot to talk about, and now that I have the 
floor I am going to tell you how our federation is organized. It is made 
up around the local factory. The farmers around the local factory form 
a corporation. They take out a membership or a stock in the central 
corporation of $10.00 a share. That is why we have got $1,320.00 in the 
treasury. That is in the stock fund. They have a representative of each 
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cheese factory at our annual meeting of the federation w;tj, fV, • 
number of warhouses that are goin| up we have arransS Lh J"'.'"^'"*^ 
our co-operatye.Iaw changed so that we may hWe repre'sentad^ voll^f 

tin t^:^.TATT'' '"^^''"^^ ^' ^^"^h wareLuse point where delegate! 
will be elected by farmers to vote the number of sharp.! nf Tto^l^o^ ^1 ! 
uponthe number of farmers in each warehouse district HmitTn>r M? '" 
meeting to a specified number of 300 or 400, and hav ng ihe de efa es eTect"e^J 
from the warehouse point in proportion to the rinmhpr r,f l^f t elected 
tributing milk to cheese factories contriLtin^t^tf, °1 f'"^"\'=°''- 
point. The Warehouse Corpor/tion is f cTn"rS"state tUizatioTThaUs' 
It is owned as a corporation the same as the selline or^aniz°,Hnn /= ' 
state organization. I meant to bring tharoufbut in ^ haste ^y^n^'t^ 
get over the ground I forgot it. It is merely co-operTtie There is nC 

^n°ca^piuf st^ock"on"hat IfhE^a'f^' ^'^°^"^^'^- /Limitldon of"int"re"° 
on capital stock on that $1,320.00 at 6 per cent, and where stock is raised 

Tr^ k'^.Y^^T' '^"'"P?"^'. it is sold, preferred stock. Common stock 's 
^ !l^rfi.^ '^ '' organization. The voting stock, preferred stock, s paid 
a s-pecified guaranteed interest rate which is a part of the sales exnen^P 

. I g°t off from your subject, Mr. Holman. f wanted to n a way because 
It IS a difificult problem. That is what we have advised in a number of 
instances, for the farmers to have available either a cheese factory or 
creamery or equipment for both in the same building, so they can take the 
best market when the condenseries fail them 

\ i'^fm(^^°'^''^'- I'^fi^* *° ?¥■ °"^ t^'^S i" that connection. We have 
a $50,000 creamery building within two blocks of the condensery and we 
built It this year. Right now we are getting 20 cents a huridred more from 
the condensery in that town then we are in a town five miles away where 
we do not have that We are getting 20 cents a hundred more because 
we have a building, that is not operating, in that town 

Mr. Willets: What is your price? 

Mr. Leonard: This is for surplus milk, $1.75, with the understanding 
that we take it away on Sptember 1st. 

Mr. McKerrow: Do they make filled milk there? 

XT ^^" Jl^?P^^^'- ^°- ^^ '^^■^^ ^ Soad, loyal man on that point. The 
JMorthfield Condensery have said they will never make filled milk 

Mr. Larsen: What do you do with the skimmed milk, take it back 
to the farmer? 

Mr. Leonard: This is condensery proposition that I am speaking of 
We_ are selhng the whole milk to the condensery. This plant that I speak 
of is a combination plant for handling whole milk with a capacity for 
handling 75,000 pounds of milk a day. We have a can washer and every- 
thing ready and we expect to use it in the fall. We also take in butter, 
and run it as a creamery, exactly on the plan Mr. McGuire told you of[ 
and now we are only running the creamery room. We are incidentally 
running a little retail business out of the building, but the whole milk 
department, the second floor of the building! is now .idle. 

Chairman Coverdale:_ Are there any other questions? Mr. Mortensen 
of Iowa, have you anything to say? 

Mr. Mortensen: I came also to listen and absorb information. 

We have in Iowa a state trade-mark for butter for which creameries 
may apply. We have at the present time 10 creameries that have applied 
for this trade-mark. The permission is granted by the State Dairy and 
Food Commissiofler, but they have to prove that they are capable to 
manufacture the right kind of butter before they are able to use it, and 
the Iowa State College takes charge of this work. They have to send 
to the Iowa State College a sample of each churning that they make until 
we are satisfied that they will come up to the standard requirement. The 
butter has to score 93, at least 75 per cent of it, and 25 per cent of the 
butter may go as low as 92. If they can comply with those requirements 
they are permitted to use that trade-mark. We have found that at the 
present time those who are using the trade-mark have been able to sell 
their butter in some of the cities at an advanced price. It has been our 
experience if butter or any other product has a certain standard it is 
beyond competition with other products. While the creamery butter was 
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selling, at 25 cents a pound, the Sharpies butter was sold at SO cents a 
pound or $1.00 a pound, and we have also found that this butter will demand 
a better price. We are hoping that' this brand will be in common use in 
the State of Iowa, and for that reason we have two extension men from 
the college that are preparing the creameries for it, and they have up to 
about 20 creameries that are now applying for the state trade-mark. 

Now it seems to me that a great deal could be accomplished through 
the State Agricultural College. If you will permit me to mention a few 
of the things that I think could be done by your association without any 
cost to you. 

Mr. McKerrow spoke of the county contests. We conducted for two 
years a state contest among the school children, an essay contest. ' We 
took it up with the different county superintendents, and the county super- 
intendents spread a gospel to the different schools. The state council paid 
the premiums. A silver medal was offered for the best essAy in the county 
and a gold medal for the best essay in the state. Those competing were 
in the seventh and eighth grades, and we gave them one month for prep- 
aration, but the essay had to be written in the schoolroom with one hour 
, for writing it. We furnished literature from the Iowa State College to 
those interested in participating in the contest. The boys and girls in 
the seventh and eighth grades became very much interested in the subject, 
and that was the only talk at home during the one month, the time which- 
was allowed for preparation: When the time came for the contest we 
found several thousand entries. In order to give more general interest 
the papers were corrected in each county and the county superintendent 
appointed a committee to correct those papers. The three best papers 
were then sent to the State College to be there corrected, and there was 
a committee appointed from the Home Economics Department and the 
Dairy Department to select the final winners. We found that a good 
deal of interest was taken in that work. 

Another thing, we have at all of the agricultural colleges and many 
of the other colleges where they teach dietetics, they have women attend- 
ing the colleges, and why would it not be possible to introduce certain 
courses in the colleges for those women. We have in our place an elective 
course offered to women, and it might not be out of place to see to it 
that at least a two-hour dairy course was required for all of those taking 
Home Economics. 

I believe if this matter was presented by your association to the 
various agricultural colleges that they would be glad to introduce such 
a course, say a two-hour course, or possibly a longer course, that would 
be required for the women studying Home Economics, and that all dairy 
departments be requested to prepare such a course for women. It would 
certainly mean a great deal if the women going through those colleges 
were to know something of the value of milk as a food. Those women 
are going to be located, and we find a great many of the women from our 
institution are very enthusiastic, possibly more enthusiastic about the 
dairy products than you are. 

Another thing, which I think should be encouraged is a scholarship 
for women. The Sharpies Company started this year to give scholarships 
to Senior Home Economics girls with the understanding that they take 
a certain amount of their work. We have at our school one of those 
scholarships and we have the best students among the women applying 
for the scholarships and one of them is now a dairy student this year. She 
is a good journalist, good in dietetics, and she hopes to some day be a 
journalist. It will mean something to dairy people if they have more of 
that kind of women interested in dairy products and journalism. I was 
reminded of an incident a little while ago at a .banquet when a woman 
asked me, "When will milk come down?" I have a one-horse wagon 
delivering milk, and for that reason I am considered the milk trust of 
the town. The husband wanted to make things a little milder; he saw 
she was getting rather excited so he said, "Of course, milk is high but 
other things are also high." I said, "How are you satisfied with the meat 
prices?" Well she believed steak at 3S cents a pound was all right; 
although it was a little high. "Would you rather have a pound of beef 
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solids or a pound of milk solids?" She admitted that a quart of milk 
tnl^t Tff °\ ^Tf-'J ?°''l °^ the solids than a pound of beefsteak. She 
took a different attitude then, and instead of a quart of milk a day, she 
IS now buymg three quarts of milk and she was surprised to learn that 
milk contains that much food value, not considering the vitamines it con- 
tains. She said, I considered milk was practically all water and meat 
was practica ly all solids." That is the opinion of a great many. That is 
what we will hate to overcome. That is why I believe that a subject of 
this kind, if taught to the women of our agricultural schools and other 
schools will be of a great deal of importance to the dairy industry and 
the human race in general. 

Chairman Coverdale: Before we recess for the noon lunch I want 
to call your attention to an exhibit in the lobby of a refrigerating system. 
Mr. Panwell will be glad to talk it over with you and explain the model in 
detail. How long shall be take for lunch? 

Mr. McKerrow: We have the lunch right here— cheese from Wis- 
consin. 

Chairman Coverdale: Will that suffice? Will the cheese be enough? 

Mr. McKerrow: As I am from Wisconsin I will say the masters of 
ceremony, Mr. Glover and Mr. Foster, will serve the lunch right here and 
that will probably bring down the price of lunch in the restaurants. 

Recess. 

The Wednesday afternoon session of the Milk Producers' Association 
was called to order at 2:30, Mr. Coverdale presiding as chairman. 

Chairman Coverdale: If you will kindly come to order, it seems as 
though in our discussions yesterday and today nothing has been said of 
the outlying territory except that territory outlying the larger center. 
I am going to ask Mr. R. C. Pollock, who has been doing investigation 
workfor the Farm Bureau Federation, and who is interested in dairy work, 
to bring this situation before you. 

Mr. Pollock: Mr. Coverdale asked me if I would mention some of 
the things I have run into in the past year. I may say in the past year 
and a half I had quite an opportunity to study the Milk Marketing Asso- 
ciations from the Atlantic to the Pacific, and from the reports given here 
yesterday and today, these various points have been brought out that I 
have seen, the strong points of our various large Milk Marketing Asso- 
ciations. I know you will agree with me that some of your organizations 
are mighty strong in one line and you have difficulties in other lines. Some 
of you are strong in taking care of your surplus. Others are weak along 
those lines. I sincerely hope that as a result of this conference here, as 
a result of the report of the Resolutions Committee, whatevefr its report 
might be, that some action will be taken and some plan will be worked 
out whereby the efforts of all of those existing organizations and their 
plans of co-operation will be brought to light and put before every organi- 
zation we have at the present time, so that we can profit by each .other!s 
experience. 

Now, a thing that has not been touched upon here yesterday and today, 
is the fact that we have an awful lot of unorganized territory. We have 
unorganized territory in connection with these associations which have 
been represented here on the floor. I know that the Farm Bureaus in the 
various states are going to go the limit. The National Farm Bureau, the 
American Farm Bureau Federation, will go the limit in assisting and 
strengthening and bringing this unorganized territory into our existing 
organizations. 

But one thing I have noticed more particularly than anything else 
is the fact that we have towns ranging from 5,000 up to 50,000 in all sec- 
tions of the United States where they don't know the first principle about 
co-operative marketing of dairy products. When you go into these sections 
or go into these communities, and if you rnention the fact that there is a 
certain organization operating at some point that is a success, the first 
thing that you will find after the meeting is over, some men will come 
up and say, "Will you tell me how those fellows run the Association at 
Pittsburgh'" or "How do they operate in New England," etc. These 
various communities are cities where they are marketing the milk at the 
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present time are sadly in need of information as to how to go at this prop- 
osition that they can organize their milk producers and get them together 
on a co-operative basis to make the association a success. 

I would Hke to see, as a result of this meeting here, as a result of the 
report of our Resolutions Committee, definite steps taken whereby infor- 
mation will be brought out and brought together in such form that the 
communities where they are now unorganized, that they can adopt the 
results of this meeting here and get down to action and organize associa- 
tions that will not only mean something to that one local community or 
to one section of the state, but will mean something to the milk producers 
of the United States in a co-operative way. 

Now I don't know just how this is going to be brought about. It is 
my opinion that the organizations that are functioning so successfully as 
they are at the present time, that they are going to have a little burden 
on their shoulders, and when these towns, say a town or small city ISO 
miles from Chicago here, are struggling and trying to get along, that this 
organization here will be in shape to send to them a plan, not only send 
that plan, but to go down into that community and assist them in working 
out a definite plan and a definite program. Then go one step farther than 
that, and follow them up just long enough that we see they are on a 
sound, solid basis, and that they can make their co-operative enterprise 
a real functioning organization. Those are the things I have seen in all 
sections of the country, and I think that this meeting here, this two-day 
meeting, one of the biggest things that we are going to do, or two of 
the biggest things that we are going to do, as a result of this conference, 
is first to strengthen our own organization as a result of close touch with 
many members of other organizations, and then to draw up a definite plan 
that we can propose, a workalble plan that we can propose, and suggest 
that these other organizations adopt it for marketing and handling their 
dairy products. I feel that that is the big problem that we are up against 
right at this time. 

Now I have nothing more to say along this line, but I just mentioned 
that and I feel that every organization, every marketing association of this 
kind, has a certain responsibility on their shoulders, not only to perfect 
and strengthen their own organization at the present time, but to go out 
into the new territories and assist these cities ranging from 5,000 on up, 
because there are a lot of them in the country at the present time that 
are in a deplorable condition, and they need assistance, and I think that 
this conference here is going to result in giving them the necessary infor- 
mation that they need and must have, in order to make this big work 
stand out for really what it represents — CO-OPERATION. 

Chairman Coverdale: We will next hear from Mr. A. J. Glover, of 
Hoard's Dairyman, on "Methods of Disposing of Skimmed Milk and 
Whey." This is another phase of the dairy question. 

MARKETING BY-PRODUCTS 
By A. J. Glover, Editor Hoard's Dairyman, Fort Atkinson, Wis. 

The income from the dairy cow is much larger than that received 
directly for her product. In determining a market for milk, the various 
sources of income from the cow must be considered, if the largest return 
is to be 'obtained. 

Too frequently is the value of the cow measured by the monthly 
receipts for her milk or cream. It must be borne in mind that the cow 
bears an important relationship to the fertility of the soil, to the utilizing 
of feeds which would have no market without her, to bringing returns 
from waste lands and to the rearing of young animals of the farm. Her 
by-products, skim milk and whey, have no superiors as supplementary 
foods. Skim milk is particularly valuable for rearing calves, pigs and 
chickens. Whey is an ideal supplement to barley for fattening swine. 

These by-products have a definite feeding value, measured by the 
growth of animals or by their selling price. Milk is the natural feed for 
all mammals and no food has been found to equal it. When such a feed 
is found, it will be an improvement upon the work of the Creator, for He 
made milk for the nourishment of the young. Substitutes for milk for 
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the rearing of calves have been found that give good results after milk 
has been fed for a period, but the best substitutes contain a good percentage 
of powdered skim milk. The supplementary food for swine, such as 
bloodmeal, tankage and oilmeal, do not equal skim milk or whey and if 
they did their costs would give dairy by-products a definite supplementarv 
feeding value. The dairy farmer too often under-estimates the feeding value 
of skmi milk and whey for rearing and fattening animals. He does not 
know that the protein of milk is a complete protein and scarcely another 
food enjoys this distinction; neither does he know that milk is rich in 
mineral matter, both of which elements are essential to building the bony 
structure of the body and for proper nutrition. 

A perfect protein is made up of eighteen different substances known 
as amino acids. Until recently it was thought that if a ration contained 
an adequate quantity of protein, an animal would be properly nourished, 
but feeding experiments carried on in this country and in Europe show 
that this was a wrong conclusion. The pig makes his best and most eco- 
nomical gains when corn or barley are supplemented with some milk 
protein. One reason is that the protein in the ration contains all the neces- 
sary building substances. It has been demonstrated by experiments that 
an animal makes larger use of milk protein than of any other feed. , A 
pig digests and assimilates 65 per cent of the protein in skim milk, 24 per 
cent of the protein in corn and 17 per cent of the protein in oil meal. 
When corn and oil meal are fed in such proportion that the corn furnishes 
75 per cent of the protein and the oil meal 25 per cent, the pig utilizes 37 
per cent of the protein of those two foods. But bear in mind that the pig 
utilizes 63 per cent of the protein of skim milk. Moreover, when skim 
milk is fed, a larger use is made of the proteins from other foods. This 
is another reason why skim milk is so valuable a food for swine. 

Every dairyman who raises good dairy cattle knows the importance 
and feeding value of skim milk. He has found that there is no feed equal 
to skim milk for the rearing of calves. Whole milk is fed for the first 
few weeks of the calf's life and then skim milk is gradually substituted. 
Skim milk should be fed to the calf until it is eight months old, and if 
there is a good supply, there is no better market for it than feeding it 
to the calf until it is one year old. Skim milk is worth 60 cents a hundred 
to feed to grade dairy calves when they can be sold for $35.00 apiece at 
the age of six months. It requires about 3,000 pounds of skim milk, or 
$18.00 worth at the rate of 60 cents per hundred, to raise a calf to six 
months of age. Besides, it will require 250 to 300 pounds of grain and 
a little hay, both grain and hay costing $8.00 to $10.00, or a total cost of 
feed of $25.00 to $28.00. This leaves $7.00 to $9.00 for other expenses. 

A calf not only furnishes a good market for skim milk, but the growing 
pig and the fattening hog makes good returns for it when properly fed. 
There are several rules for estimatng its value for swine, all based upon 
practical feeding tests. Mr. H. B. Gurler, prominent dairyman for years 
in Illinois, and now in Mississippi, found in the feeding of his swine that 
100 pounds of skim milk are equal to one-half busjiel of corn; or, when 
corn sells for 45 cents a bushel, as it now does in the corn belt, skim milk 
is worth 22 5 cents a hundred. In Wisconsin corn is worth 62 cents a 
.bushel, making 100 pounds of skim milk worth 31 cents The late W. D. 
Hoard editor of Hoard's Dairyman, calculated the value of skim milk 
UDon the selling price of pork. He multiplied the price of a pound of pork 
bv six an arbitrary factor, when skimmilk is fed in combination with corn 
or barlev For example, when pork sells for $8.00 per hundred, skim 
milk is held to be worth 48 cents per hundred. Cornell has found the 
Hoard rule more accurate for determining the value of skim milk for 
feeding swine than the Gurler rule. The pig makes his largest and most 
•economical gains when fed one pound of corn or barley to three pounds 

°^ ^MTn^i^hog grower obtains poor gains from his swine by feeding 
only corn. A little skim milk works like magic in making the pig grow 
^L;au? r^A Vauses it to make better use of all the other feeds. Brood 
ows also give good returns for skim milk No feed is equal to it for 
the product!on o^f large and strong litters of pigs. 
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Poultry furnishes another market for skimmilk and gives even better 
returns for it than the calf or pig. The colt and the lamb find it a wel- 
come food when denied their mother's milk. In short, skim milk is a 
most valuable food for all classes of live stock, even for the cow> 

The feeding value of skim milk makes the creamery sections of this 
country the logical live stock centers, for the highest success in the rearing 
of live stock cannot be attained, taking it by and large, without skim milk. 
Moreover, there is no better market for skim milk, everything considered, 
than live stock. 

Skim milk as a food for human beings is very largely marketed in 
the form of cheese, powdered skim milk and condensed skim milk. In 
1920 over 29,000,000 pounds of cottage, pot and baker's cheese were made, 
requiring over 275,000,000 pounds of skim milk to make them_; over 10,000,- 
000 pounds of American skim milk cheese were made, requiring more than 
100,000,000 pounds of skim milk; over 162,000,000 pounds of condensed and 
evaporated skim milk, requiring over 365,000,000 pounds of skim milk; and 
over 46,000,000 pounds of powdered skim milk, requiring better than 500,- 
000,000 pounds of skim milk, or a total of 1,240,000,000 pounds of skim 
milk. The farmer received from 10 cents to $1.00 a hundred for this skim 
milk. There is a large opportunity for developing a market for skim milk 
by the manufacture of these different food products, especially cheese 
made from skim milk. Among the best known and most widely used 
cheese made from skim milk is Cottage cheese. From 12 to 15 pounds 
can be mad? from 100 pounds of skim milk. Cottage cheege is used in 
various dishes and makes a valuable protein food. A pound of cottage 
cheese is equal in food value to a pound of beef. 

Manufacturers of filled milk claim that this product provides a market 
for skim, milk. Filled milk is condensed skimi milk and cocoanut oil. The 
pseudo-market which filled milk provides is of doubtful value to the dairy 
industry, for it is sold as milk, notwithstanding that most of it is labeled 
as a compound of condensed skim milk and cocoanut oil. When sold as 
milk, a counterfeit and a fraud is perpetrated upon the consumer. Cocoanut 
oil does not contain the growth-producing properties found in milk fat, 
and for this reason filled milk does not equal milk or take its place in 
the human diet. In view of this and because it is sold in grocery stores 
as milk, even though labeled, its manufacture and sale should be prohibited, 
because milk is a fundamental food for the health and proper development 
of our people. The claim that it furnishes a market for skim milk is not 
well taken, for the live stqck of the farm will return more than is paid 
for it by any of the manufacturers of filled milk. The price they have paid 
for skim milk ranges from 10 to 30 cents a hundred, and in some instances 
they pay less for skim milk than the condenseries that make condensed 
or evaporated milk. Hogs and calves under present prices will return 
from 40 to 60 cents a hundred for skim milk. 

Instead of filled milk being a market for skim milk, it destroys the 
market for butter fat. Last year 7,000,000 pounds of cocoanut oil were 
used for making filled milk, and that means that a market for 7,000,000 
pounds of butter fat was destroyed and that over 8,000,000 pounds more 
butter was thrown upon the market. This equals the production of 40,000 
average cows. If the oil of the cocoanut cow of the South Sea Island 
contained the fat soluble vitamines so essential to growth, the objection 
to this compound could not be so well taken. The American dairy farmer 
has a right to demand that the market for the product of his cows be kept 
free from counterfeits. 

Recent experiments in fattening swine by the Wisconsin Experiment 
Station proved that whey is a most excellent feed when fed with barley. 
A group of hogs receiving barley and whey gained on the average 2.S3 
pounds per day and made the largest gains of any group in the experi- 
ment. Whey proved to be worth 43 cents per hundred when tankage was 
worth $110.00 per ton, and 53 cents when shorts was worth $4.00 per ton. 
Shorts worth about $21.00 per ton makes whey worth about 25 cents a 
hundred for fattening swine. 
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Whey IS used for rearing calves, and when fed sweet, fair results are 
obtained, but it cannot be held as an ideal calf feed. Its feeding value 
IS considered worth about one-half as much as -skim milk. 

^^^y°^^ ^^o has studied the uses of the various products of skim 
milk and whey cannot help but appreciate the desirability of extending 
this market. Powdered skim milk is now used by bakeries and in the 
manufacture of calf meals, ice cream and for minor purposes. There is 
no reason why its use cannot be extended to the home kitchen for cooking 
purposes. It is my opinion that powdered skim milk could be used in 
cheese sections to supplement the whey for feeding calves. There is some- 
demand now for dried buttermilk and letters of inquiry as to where this 
product can be obtained are coming to Hoard's Dairyman. 

Cas£in, used for making glue and glazing paper, is made from skim 
milk. Imitation marble has been made from casein. The whey yields milk 
sugar, used for medicinal purposes, and the albumin, is used for feeding 
chickens. The enlargement of the market for these products depends upon 
making their value known to the many purposes"for which they may be 
used. It will depend, too, upon furthering scientific investigation with 
the object of discovering new uses for these products. Larger effort must 
be made to teach the feeding value of dairy by-products, for the average 
dairy farmer would not pay 20 cents a hundred for skim milk for feeding 
purposes. Actual feeding trials have shown it to be worth, under present 
prices of feeds and livestock, from 25 to 60 ceiits a hundred. It is safe to 
assert that not one calf in ten gets enough skim milk. 

The dairy farmers who appreciate the feeding of skim milk understand 
the value of raising good livestock, the relationship of livestock to the 
soil and the relation livestock bears to other activities of the farm. It 
may be said that even with full understanding of the feeding value of 
dairy by-products and with well laid plans for utilizing all of them for 
feeding purposes, there -will be times when there is a surplus. It is then 
that other markets are necessary and desirable. ^ 

The American Farm Bureau Federation may well create a committee 
to investigate the best method of marketing these manufactured by-products 
and advise the manufacturers how to find and develop new markets. This 
same committee should also develop a comprehensive plan for informing 
the farmers of the feeding value of by-products, for livestock is the largest 
and most remunerative market for them. 

Chairman Coverdale: Yesterday when the roll was called, of the 
various organizations, California failed to respond. However, this morning 
S. N. Ayres, manager of the Associated Dairymen's Association of California 
arrived upon the scene and we would like to hear from him at this time. 

THE CALIFORNIA PLAN 
By S. N. Ayres 

Mr. Ayres: Mr. Chairman and Dairymen: I was very sorry that I 
could not get here yesterday, because I have been very much interested 
in the short time that I have been here. I did not prepare any talk because 
I have just arrived from the legislature where I have been working, on 
Saturday, and I left on the 11 o'clock train for Chicago, Sunday morning, 
so I have not had an opportunity at all to get up any selected talk. I can 
only tell you something of what we are trying to do in California and some- 
thing of our organization plan and the future that we hope for. 

Mr Potts and several others here have covered the field pretty well so 
far as our organization plans are concerned, because we have followed out 
practically the same line of thought that he expressed here. 

We approached the dairy problem with this view, that market milk 
was only a part of the dairy business, that we must consider all milk in 
our organization, whether it might be for market milkor for the purpose 
of manufacturing products. We also had cream in mind. The fact that 
there was about 3^4 per cent to 4 per cent butter fat solids m milk, and also 
it contained about 8 per cent of solids not fat we are in accord with these 
oeoole that believe that the development of skimmed milk is an economic 
necessitv We have gone ahead on that plan and have provided plants 
throughout the state and are providing plants intended to cover the whole 
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manufacturing need of the dairyman. For instance, we put in butter plants, 
cheese plants, powdered milk plants, sugar milk plants and are making a 
great deal of cottage cheese that we are finding a ready market for. We 
are making now between two and three tons a day and have no trouble 
in disposing of it at a very attractive price. 

In starting out with our organization, the first thing we did was to 
cover the state and make a careful survey of the cow population. I think 
that is absolutely essential in order to determine the proper places to erect 
plants. We have been putting plants in strategic places, where we may 
gather a satisfactory volume of milk. Transportation of skimmed milk 
for manufacturing purposes is quite an economic feature which you must 
bear in mind. We have in California a number of good roads which allow 
us to transport skimmed milk long distances, and get it there in good shape. 
We are doing that to a great degree in making butter, skimming it and 
making the butter of sweet cream. 

I might say in using the skimmed milk for other products we have 
had difificulty with that- product in a manufactured way for the reason 
the prices had dropped on powdered milk. We are still manufacturing, 
but the profit is not large. We have been able to secure the price of 
skimmed milk at an average of about 65 cents a hundred. 

The next point after having made a survey was the organization work. 
I might say in that regard we have changed our ideas a great deal since 
we first started, especially as to financing. Our original plan was based 
on the securing of contracts from the producer, providing for the producers 
delivering all of their product to the association. We tied them up in the 
first instance for a period of three years, after which they had the privilege 
to withdraw at a certain period in the year by giving three months' notice 
if they wished to withdraw. We asked them to put up $5.00 a cow for the 
purpose of putting our plans into effect. We have since found out that 
$35.00 a cow is nearer what we need than $5.00, and as I say, we have had to 
change our plans for finance considerably in order to get the required capital 
to go ahead, and this problem is one that has kept us from going ahead 
as fast as we desire. 

We found no trouble in getting the dairymen to sign up for $5.00 a cow, 
but we did find trouble in furnishing the plant and equipment to give them 
service on that $5.00 a cow, and that is all with which we had to provide 
these plants. 

In that connection I might say, we have evolved a new plan. Instead 
of charging $5.00 a cow we ask each dairyman to pay a flat membership 
fee of $10.00 and are organizing subsidiary corporations. We have just had 
our law changed, allowing us to own stock as a non-profit organization, 
organizing in capital stock companies, so we are organizing capital stock 
companies with the purpose of holding and owning and providing plants 
with fixed assets. We are selling stock in the organization first having 
taken stock ourselves, putting in our assets, which we now have, and sub- 
scribing for sufficient stock so that we always control that subsidiary. We 
are then going out and asking merchants and bankers to pay in and buy 
stock, but we have a clause in the articles of incorporation allowing us to 
buy in that stock at any time by paying 2 per cent premium on the stock. 
We also have a contract between our association and the subsidiaries agree- 
ing for a certain length of time to turn over all our products to the stock 
corporation for manufacture, they agreeing to manufacture the products 
on the basis of cost plus 8 per cent on then issued stock. That provides for 
a sinking fund, guaranteeing the payment of dividends to that stock, which 
inakes the stock salable to investors. We expect eventually by the deduc- 
tion from the dairymen's milk or cream checks under an assessment of a 
certain amount per hundred or per pound of butter fat to gradually buy in 
all that stock, and it will become the property, free of debt, of the associa- 
tion. In this way of financing ourselves we feel we will be put in a 
position where we can get in the unorganized districts, and get the dairy- 
men to come into our organization and immediately give service. That 
has been our big problem. We could organize them all right, but we did 
not have money enough to give them the plants to manufacture their 
products. I might say we have several large utilities plants now, one in 

96 



Medesta, in the heart of California, an investment of about $400,000. It 
handles about 15,000 pounds of butter a day and 150,000 pounds in cheese 
and sugared milk. We have another one in Sacramento which handles 7,000 
pounds of butter a day and 100,000 pounds of milk into cheese and milk. 

I might say California has had a reputation for cheese, and Wisconsin 
has been shipping in there 12 to 15 million pounds a year. We have been 
, able to standardize to such an extent that we have no trouble in disposing 
of it in competition with Wisconsin cheese. We felt it a disgrace that 
cheese had to come across the continent so that we could get good cheese. 
We have standardized the cheese and succeeded in putting out a very high 
grade cheese. Another big problem we have had in our marketing, which 
I think everyone should pay particular attention to, we did not anticipate 
that we had to furnish the capital of the marketing agency to which we 
previously sold our stuff for the purpose of establishing credit. That became 
quite an acute proposition. As soon as we cut loose from the distributor 
with his line of credit from the banks, we found out the dairymen had to 
have their money every 30 days, but we had to carry accounts for 90 days. 
Also in the curing of cheese and the disposition of powdered milk, it took 
90 to 120 days to get our money back. We have largely overcome that by 
a system of acceptances which we have gotten the banks of the state to 
handle for us, and in some instances we are carrying 60-day acceptances. 
That is, we give the farmer, instead of his cash, we give him acceptances. 
All he has to do is take that to the bank and get his money. We figure 
on the acceptances the interest separately from the principle, so the dairy- 
man, when he takes that paper to the bank, he gets the amount due him, 
and on collection of the acceptances on- due date, we pay that plus the 
interest. In other words, the association takes care of the interest them- 
selves and throws that into overhead expense of operation. 

I would like to have everyone take it home to them in regard to 
these matters of funds, because they are big problems. We have found 
standardization is one problem and finance is another problem that are the 
hardest to solve. The dairymen very often, under the old plan, looked on 
the $5.00 cow membership fee as a contribution, and especially the foreign 
class. They do not see it at all. They think they are giving $5.00 a cow 
away to somebody. I think we must work on some plan where the dairy- 
man, when he puts his money into the association, feels it is a real invest- 
ment. It is much easier to get the dairymen to put money in in that way 
than if he thinks he is putting in a contribution. Not only that, but it is 
more equitable. For instance, a man joins today. He puts in $5.00 a cow, 
and a man joins five years from now and puts in $5.00 a cow. He gets 
the same invfestment on another basis. The interest begins to accrue on 
the investment basis and there is no feeling of inequality. 

There is one item of advertising, and I think that is very vital. I 
don't believe we will ever have a comprehensive system of advertising 
until we organize nationally and can carry on a national campaign. To do 
that comprehensively, it must be so organized that the contribution in 
every district may be depended upon and we can work out a plan of adver- 
tising to cover a period of two or three years. Spasmodic advertising, as 
everybody knows, is of small avail and does not bring about the desired 
results. That is the way the Sunkist Orange people handle their proposi- 
tion They have a regular appropriation yearly, and keep hammermg at 
the public I might say that the raisin association does the same thing. , 
They have done what seems wonderful to pie. When they first organized, 
the packers told them they could not market, that they could not get the 
consumers to use the 30,000 tons of raisins they were producing at that time. 
This last year the raisin association produced 200,000 tons, or Seven times 
that amount, and they have gotten the consumers to take them, simply by 
increasing the consumption seven times. ... ^, 

That is a remarkable record in my mmd, to increase the consump- 
tion of a luxury, you might say, 700 per cent, and it only gives you an 
inkling of what you might do by a comprehensive national advertising 

campaign. ^^ ^ products, I think it must be done on a compre- 

hensive basis and have national scope in order to get the desired results. 
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I figure one-tenth of 1 per cent of the value of dairy products in 1920 would 
have given us a fund to work with of close, to $3,000,000, and thp" (Jairyman 
would never have known that you had spent his motiey. 

As a matter of fact, those are some of the things we ought to be think- 
ing about, because it is a well known fact if you are going to increase the 
production you have got to increase the consumption proportionately. I 
think that is one of the big vital things the association should have in mind . 
all over the country, in order to get the results you desire. They can't 
increase production and not work any on the other end or they are going 
to defeat their own purpose. 

I might say, in regard to legislation; I am very much interested at the 
present time in several matters that have to do with -the present Congress. 
One is the tariff on dairy products. One is the matter of getting through 
a law that will once for all give us the right to organize as other businesses 
organize without any interference from either the state or federal govern- 
ment. We have had an unfortunate experience in California. We have an 
attorney general who has filed five suits against us. We were fortunate 
in being able to have all points in the suits decided in our favor, but it 
cost us about $20,000, which is not very pleasant, to defend ourselves. 

Now, for the purpose of coming more closely in touch with legislation, 
27 of our marketing organizations in California, about a year, ago, got 
together and organized what is known as the Agricultural Legislative 
Committee of California, and they financed the committee in such a way 
that they maintain regular offices in Sacramento, the capital, and help to 
take care of the legislative needs.' I might say that the secretary of the 
organization, Secretary Hiller, has proved to be very, ■^ery valuable. He 
had personal interviews with every senator and assemblyman in the state 
before they met. He had them meet with the heads of the marketing 
associations. They had their plans laid before they went \nto the legislature. 
We have been able to get about a $5,000,000 appropriation for the College of 
Agriculture and schools there, and put through a standardizing law and 
a great many other laws. There was not one bill put up but what we were 
able to get through, some 40 or SO bills. It shows the value of co-operation 
in legislation. I don't mean that we got into politics at all. We keep 
clear of politics, but we do see that the legislature knows well what our 
needs are, and we don't ask for anything we are not entitled to. 

I might say some of the bills we got through — some of the bills we 
defeated — one of them was a proposition to color oleomargarine for inter- 
state trade and for foreign trade, and we had some fight on that bill. A 
great many interests were back of the proponents of the bill, and we killed 
the bill by two votes in the senate. We also got another bill, known as 
the butter fat bill in our state. I don't know whether it is prevalent in 
other states, but our competitors have used the butter fat test as a medium 
of unfair competition to a great extent. Just about a month ago a creamery 
manufacturing 1,000,000 pounds of butter a year, a competitor of ours, was 
caught putting the test on butter fat 4 per cent by our state inspector. 
We found that out by the fact that the butter fat tester kept a duplicate 
record of all his tests. Our experience is that whenever there is any man- 
ipulating of tests to the dairyman, it is done by the manager. 99 per cent 
of the testers are strictly honest, but the manager takes the results of the 
testers work and adjusts the tests to suit himself when he sends the state- 
ment to the dairymen. There was a case where, by having a duplicate . 
record of the test in the tester's hands, authenticated by him, the state 
authorities were able to confront the manager with the fact and with the 
statements of butter fat which he had given to the dairymen, and he 
admitted that he had been deducting a test on everybody of about 4 per 
cent. You can imagine how much money he was taking from the dairymen 
on a business of 5,000 pounds a day, cutting it 4 per cent. 

We have a bill through there now that I think will absolutely prevent 
that. We have thrown around every safeguard we can think of, and I 
want to call your attention to the fact that that is a very important item. 
In our state alone there are 100,000,000 pounds of butter fat tested every 
year, and the only method the dairyman has of determining the value of 
butter fat is through a test, and if that condition existed of deducting 4 per 
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cent onyOtWQp 000 pounds of butte^ fat, you can see what it would amount 



^ ^- ^ ^m^ . ■ .w..^.-, *»i -^ •"' ^^^ dairymen in the past have had no 
protectionN^t^i^,anaKj<;%.^^sult that the butter fat tests have been 
entirely m theS*adJl£6Pflib-<feameries. 

Of course in our plants where we are operating and handled 25,000,000 
pounds of product last year, the association does all the testing, naturally. 
I think It has been brought out here today, but I would like to emphasize 
the -thought, that the market milkman and the manufacturer as far as the 
producer IS concerned, their interests are identical. For instance, on the 
matter of tariff, butter is the basis on which prices of most all our other 
commodities are based, with certain differentials. I think it ought to be 
the basis on which market milk prices are based, in order to have proper 
relations existing as to mutuality in co-operating relations. I have seen 
that feeling of a great many co-operative butter plants or cheese plants, that 
they were not interested in the market milk man, and the market milk man 
was not interested in them. Well, they are, and the market milk man is 
vitally interested in the manufacturer, and the market can never be properly 
adjusted, in my mind, until they get together and co-operate and work 
together. In the city of San Francisco we produce ten times the amount 
of milk within a radius of San Francisco as is consumed in San Francisco. 
If the market milk gets up high enough it attracts the milk and we imme- 
diately have "a surplus and we had to adjust ourselves to those conditions 
because they are economic conditions which we can't^ evade. 

I have nothing much more to suggest except that I feel there is a 
very close relation which should exist not only in a national way, but in 
a state way and a county way between the Farm Bureaus of the country 
and the Marketing Associations, taking care of certain products. I would 
like very much to see some plan worked out of co-operation. For instance, 
in California — Mr. Potts gave me this idea and I think it is a very fine 
one — his plan was to evolve a plan or organization, manufacturing and 
marketing, submitted to the Farm Bureau, the State Federation of Farm 
Bureaus, and after a consultation and working the thing over, making what- 
ever changes were necessary, to have the Farm Bureaus accept that as their 
plan for the dairymen's organization. Then work that right on down 
through the County Farm Bureau and even into the small meetings of 
farmers as their plan, as the Farm Bureaus' plan. I think it will be one 
of the greatest things for the organization of dairymen that we could 
have, that is. the Farm Bureau back of us in our organization work. I 
believe that we would find in all districts that it would help us immensely. 
Then have the State Federation organize a Department of Marketing, the 
State Federation of Farm Bureaus, and also a National Federation Dairy 
Committee that would spend their time in helping with that work. On 
the other hand, our Dairy Associations can help the Farm Bureau. 

We are, in California, at the present time, carrying on an active cam- 
paign to get members for the Farm Bureau. We realize the stronger they 
get, the more they can help us. It seems to me if some plan could be 
worked out to cover the whole United States in their organization work 
along some such lines as that, it would be of immense benefit to everybody. 

I am not a speech maker at all and if anyone would like to ask some 
questions I will try to answer them from our viewpoint. I find very often 
in our own meetings at home questions and answers sometimes develop 
thoughts that otherwise would not be thought of. 

Chairman Coverdale: I knew Rhode Island would have something 
has a representative here that has always had some good thoughts. I am 
sure we would like to hear from Mr. Horace Tinkham of Rhode Island. 

Mr Tinkham: Mr. Chairman and Friends: I guess you caught me 
this tinie I don't believe I have anything to say, gentlemen. 

I just had a comment on my size and the size of my state. I told them 
as far as I know I was the smallest man in the state. It shows we arc 
properly nourished, that we don't have to use skimmed milk. We don't 
use whey We don't know anything about it. I presume that is because 
the vitam'ines went where they ought to go. 

This whole problem, it is a mighty pleasant study to come here and 
see all of you men and to get your different points of view, and then it 
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is mighty pleasant to learn that the problem is practically the same in 
every part of the country. There is no difference that I can see. Some 
of you may have blue coats and some of you may have brown. But you 
are the same men under your clothing. Now, don't take that as a personal 
thing because I have no real knowledge of you. 

The problem is the same. I am going to start something. Why not? 
There are IS minutes here and you called on me for a stop gap. This 
problem of organizing unorganized territory. You have all shared it, 
every darned one of you. You all know your experiences. You all had 
them. 

You have none of you touched the real heart of the thing. Perhaps 
you did not dare to. Perhaps I am wrong. It is the scale of living, that 
you are accustomed to. The market milkman, perfectly true, gets a better 
price, and he soon accustoms himself to a better, scale of living. They soon 
accustom themselves and they must keep up that scale or leave the busi- 
ness. Further back you come on to the butter and cheese man. That is 
a less profitable business, too. A diflferent scale of living. True. Both 
of those are organized. 

I am going to start something for you now. These unorganized ter- 
ritory men, raising general crops, not depending on cows, on milk or 
milk products for their real living, organize .them and you simply make 
them desire, or present them the opportunity, and they think, which is 
not true, they think, themselves of -equal prominence to the man that has 
been long established in market milk lines. I don't blame them any, but, 
my gosh! where is it going to end? The first thing he does is go and 
put on three or four cows because he expects prospective profit. He puts 
on three or four cows where he had one before. If you will carry the 
education ahead of the movement, if you will present carefully to him 
the great struggles and the almost insurmountable difficulties that the 
other fellows have been through and have paid the price for, all well and 
good. If you can convince him that it is true. I don't believe you can. 
Now I am mighty glad I am not on any committee to carry an organization 
problem into a section of the country that has not had it and has not felt 
the economic need of it. Wherever the economic need has been felt that 
has already been done. They are men and all have the same ideas. 

Supposing you take that up even, how ^much will it really help that 
man until the economic marketing conditions have reached his territory? 
How much would it help him to create a vacuum and suck him in? I 
don't believe it will help him a bit. I am perfectly safe in saying that 
because there ain't a blamed one of you that can get milk to where I live 
anyhow. I am safe. 

Chairman Coverdale: I know Rhode Island would have something 
good for us. 

I see the State of Kansas has been with us two days and has said 
nothing. I would like to hear from Mr. Charles R. Weeks, Secretary of the 
Kansas Farm Bureau Federation, at this time. 

Mr. Weeks: Mr. Chairman and Gentlemen: We are beginners out in 
Kansas and Missouri, on the co-operative milk proposition, and that is 
why we are here, to learn all we can about this organization proposition. 
The last speaker said some things with which I sincerely agree. We 
certainly need some schooling along that line. This green spot — marked 
green because we are green, probably — represents our organization. About 
a year ago, in Leavenworth County, the county that Mr. Chapman is in, 
started a Milk Producers' Organization to market the milk co-operatively. 
The distributors were paying 30 cents a gallon for milk, retailing it at 
64 cents a gallon. Every time they were arrested for not having a good 
quality of milk they said, "That is the kind the farmers give us." 

These farmers then organized to put a standard commodity on the 
Kansas City market, not thinking of the distribution end of it at all. After 
organizing this county at Leavenworth, it spread to the other counties, 
and down the Missouri River, and finally on the Missouri side. There were 
1,166 members joined at 50 cents per cow as capital stock and 25 cents 
per cow as organization funds. This organization, through its nine direc- 
tors, went into Kansas City to deal with the distributors. They told them 
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to go straight to in just about that many terms. These gentlemen, 

Mr. Butcher, Crouch, Needham, and a bunch of live ones, went to the 
Morrison Milk Pknt and said, "What will you take for the plant?" "$146,- 

000 for the outfit." "Sold." Nine men signed notes for it. When they 
took an inventory they had a possible capital stock of $15,000, and that 
is where the State Farm Bureaus of Kansas and Missouri came into the 
gap. They discovered then that they had a plant on their hands to take 
over and start running at $146,000, which was worth $15,000. They put 
on a campaign, increased the capital stock to within $50,000 of the $200,000, 
just what they needed to run on, and they have been running since last 
October on an increased profit each month, and have now bought another 
plant in Kansas City, Kansas. That is about the story of the Kansas 
proposition. 

But one person here today mentioned that they were shipping milk 
from Wisconsin to St. Louis. We don't want you to ship any milk into 
Kansas City, and that is one phase of organization work we want to talk 
about here. I believe that we have had the fight that you usually do have 
with the distributors and milk has been shipped from various points, several 
hundred miles from Kansas City, from new territory, never supplying 
Kansas City, the distributors pitting farmers' milk against farmers' milk, 
to embarrass our organization. This organization has several plants, four 
or five, of its own. Now anything we can get from this organization or 
anything you can do to help the new organization to solve the problems 
will be appreciated. You have had more experience than we have and we 
will appreciate it. I thank you. 

Chairman Coverdale: Has anyone else anything to offer? If there 
is anyofte who has not registered we will be glad to have you leave your 
name and address and the organization you represent with us before you go. 

We have with us Mr. C. M. Long, of Missouri, who is interested in 
another phase of the dairy movement, out in the center of the state. We 
would like to hear from Mr. -Long. 

Mr. Long: Mr. Chairman and Gentlemen: There has been one phase 
of this problem, or one set of dairymen that have not been heard from 
here today or yesterday, and they have not been heard from because they 
are totally unorganized. They represent a good many dairymen in Mis- 
souri, Illinois, Indiana, Texas and Oklahoma, and they produce an immense 
amount of products, and I hope — I don't know what can be done for them 
— but I hope in this plan there will be something worked out that will be 
of assistance to that class of dairymen. I refer to the cream seller of 
this territory. Our friends in Wisconsin refer to the co-operative creamery. 

1 endorse all he says, believe it is the final solution of the problem. 
But these farmers are a long way from the co-operative creamery yet. 
He says they made on an average of 150,000 pounds of butter a year, 
and I think the average year, if you go into our territory, it would take 
two or three companies to make that much butter, and you would have a 
shipping problem that would offset the advantages of the co-operative 
remedy. I holef no brief for the centralized way, but so far I don't see 
how we are going to meet the situation with the co-operative creamery, 
and I would like to see if there could be something done to assist the 
dairymen until they get numerous enough to have the co-operative creamery 
in their midst. Many counties will have a few shippers of cream and 
when you put it all together we have six or seven creameries in Missouri 
making from one to two million pounds of butter a year each, and I don't 
know how many making up in the hundred thousands. This is not a 
high Erade butter. When that goes on to the market in competition with 
your other butter, it certainly has a bad effect I wonder if it will be 
possible to pool the cream by counties and sell by states and sections, 
oool it and grade it. There is no attempt at grading. They claim they 
can't grade it, that the competition is so severe that when one creamery 
erades it the other profits by that anl defeats the purpose. I wonder if 
that could be worked out, where it could be pooled and graded and sold 
to the highest bidder. We might be able to help the producers and 
pnrniiraffe them to get into the dairy business more intensively m the 
counties until such a time when we could have the c!o-operative cream- 
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eries. We are interested in greater dairy production in those states. We 
do not have the surplus problem that you have. It is a side line of pro- 
ducing with us, a small' amount of cream. It means quite an income of 
money, and if it can be handled right, I hope- in the final plan something 
will be included that "will help this class of producers, because there are 
a lot of them. 

Mr. Mortensen: Those people living in towns of 25,000 population, 
how is the milk taken care of? 

Mr. Long: I did not mean to say it was taken care of. It was taken 
care of in the discussion yesterday. Attempts have been made to solve it, 
but have failed. We are going to have the laws changed. It seems to 
me when we came to solve it and pasteurize the milk and put it in decent 
shape, they found it added to the cost of getting the milk on the market, 
and as soon as they got the price of milk to where they could pay the 
producer a decent price for it and cover the cost of putting it in good 
shape, the "fence corner fariper," men who had one or two cows and a 
horse and buggy and a few bottles, and could have his wife wash the 
bottles, there was no overhead cost at all, so he clears all the cost the 
distributing man goes to getting it shipped, it seems to put him out of 
business. It seems in the town I live in of 25,000, milk can be distributed 
in children's wagons, in cans in the wagons, in bottles in the wagons, and 
the children hauling them around, with children six and seven years old 
washing the bottles. 

Mr. Reed: Where is the Board of Health? 

Mr. Long: They have a very good ordinance but there is no senti- 
ment for it. We can't get a state ordinance that wMl require pasteuriza- 
tion. Can't get it. If we had a state law requiring pasteurization it would 
be all right, but there is a line where you would have to stop, where 
pasteurization would not be practical. It surely is practical in our town 
of 25,000 people. 

Chairman Coverdale: The Resolutions Committee is in session, but 
they have delegated their secretary, Mr, Tator, to read to you for your 
cortsideration, or so you can be thinking them over, four or five sections 
that they have agreed upon to present to this meeting. Mr. Tator, will you 
please read them? 

(Mr. Tator reads first section of Resolutions drawn up by the Reso- 
lutions Committee.) 

Chairman Coverdale: I think it wotild be policy to think these over 
until the committee comes in and presents the balance of these resolutions. 
While we are waiting for that report, I see another familiar face in this 
audience that has had a great deal to do with the development of the dairy 
industry of the country, and I surely would like to hear a few words from 
Mr. W. E. Skinner, Secretary of the Natidnal Dairy Exposition. 

Mr. Skinner: Mr. Chairman and Gentlemen: I don't do much think- 
ing in the line of work that you people have been undertaking, to discuss 
in your conference. Consequently I am not possibly in a. very good posi- 
tion to discuss the matter that you are handling for your own direct 
interests. 

However, I. feel in a sense associated with the national work for dairy- 
ing through the medium of the National Dairy Association and the National 
Dairy Show, and perhaps can offer a little thought that I hoped might have 
been brought into your discussion, namely, the standing of the dairy cow 
at this particular time in the agricultural history of our country. 

It has been my good fortune for 36 years to be associated with the 
live stock interests of, this country in different ways. During that time I 
have very naturally kept step with the evolution of things and have seen 
a large part of our common country go from frontier and range into 
agriculture. To my mind this evolution has brought us to a point where 
one can see the handwork or the guidance of perhaps unseen powers to 
direct men's minds in thinking upon problems that they must work out 
or must be prepared to act upon as they come to them. 

For many years our instructors in Agricultural Development and 
Animal Husbandry have been talking to the students of colleges and the 
press has been hammering away on intensive agriculture. 
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..m?^\^-J r ? ??° ^'i ^"7 '^^■"■.y P^°P'e consider the question of 
selling their products through advertising. Theae two thoughts seemed 
to have sparked at about the same time in the human mind. And to my 
way of figuring it, they were forerunners of the position that the dairy 
cow must assume today in the evolution of agriculture in America. If 
there is anything m intensive farming, it seems the dairy cow is the key- 
stone of the arch of permanent agriculture in our country. The other 
factor, the other element of product upon the farm, must be incidental 
to the dairy cow. 

This whole territory that used to produce steers, for marketing, has 
gone into agriculture, so that there is no longer any very large amount 
of territory in which meat animals can be produced as a distinctive feature 
of production, so that it comes back to the farm producing everything 
now. In this change very naturally we are going to either lessen the 
holdings of individuals, the dairy cow, or we are going to have to prepare 
for this place of the dairy cow in American agriculture by acquainting the 
people with the necessity of using this food for the health and strength 
of the nation. 

If we can develop the thought to increase the consumption in the 
human mind, which as Mr. Glover has said today, we have absolute good 
grounds for doing, if we can increase the consumption we will go on with 
the new element which must be the arch upon which all agriculture rests 
from now on. I hopned very much that we would have some of our cattle 
breeders — I ought not to say this, because I unfortunately have not been 
able to attend all the sessions and I don't know what has been discussed — 
I was in hopes that we would have some of the men engaged in cattle 
production, who could give us facts and figures relating to the dairy cow 
in taking care of conditions as they are today. The high freight rate and 
the lowered cost of grain to the farmer — I believe we found in that a 
splendid lesson, something we could think of to good advantage to our- 
selves in our industry. 

Another thought that has come to my mind since the National Dairy 
Show has been called to the Northwest for this year's exhibit is the change, 
the shifting of the manufacture of dairy products to our western, middle 
west, and northwest states, Minnesota in the lead as a butter producing 
state, Minnesota, Iowa, California, Wisconsin and Nebraska, the first five 
states in butter production in this country, gives a very strong evidence 
of the necessity for the consideration of freight rates. Consider the ocean 
rates as against the high railroad rates of today. We are manufacturing 
farther away from the center of population so that all of these things 
must be met upon the broad ground of the safety of our business, its per- 
manency, and the necessity for it, so that no man in the dairy business, 
as I can see it, need have any fear of overcrowding or in any way lessening 
the value of his industry to any of the elements that enter into the general 
industry or merchandising, if he takes hold of that end of it himself. I thank 
you very much. 

Mr. Crane of Indiana: I have nothing to say particularly, only except 
appreciation of what I have heard. We came up here to learn what we 
could from the experiences of those who have gone before us in the organi- 
zation. I believe, by taking the good experiences of these different organi- 
zations and avoiding the mistakes that they have already admitted to us, 
that maybe we won't have quite so much trouble as some of the organi- 
zations we have heard from here. 

The one point I believe the gentlemen from Missouri spoke about, 
relative to the man with the two or threie cows — we have a large number 
of those in Indiana — producing butter fat that is sold to creameries, and 
we of course, don't have any plans to submit that are in actual operation. 
We have some ideas along that line and they coincide very closely with 
the ideas presented of having a co-operative creamery station and giving 
an opportunity of grading and selling that without the competition that 
is so disastrous to the cream stations in our community. I think that 
that is an idea we will try to work out in Indiana. 

Mr Kittle: I have a nasty little question I ^ould hke to put up to 
the house relative to the talk the man that is editor of the paper up in 
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Wisconsin, Mr. Glover. I notice every man who has talked much of any- 
thing concerning our milk has had considerable fault to find with the 
mixing of oils with the milk and selling it in the form of milk. I have 
asked our own people, and I would like to ask this body — is any organ- 
ized body of milk producers justified in selling their skimmed milk to 
those people? We sell our skimmed millf, some of it to Jelke, who makes 
butterine, some of it to other firms that make butterine. Are we justified, 
and is there not a remedy in filling this stuff when we refuse to furnish 
the foundation forming it? I wonder if that is worth our consideration? 
I will leave it with you. 

Mr. Crane: A very good plan would be to stop eating it. 

Chairman Coverdale: Has anyone else anything to say for the good of 
the meeting at this time? 

Mr. McMakin: Kentucky has not been heard from. We started our 
organization, the old Kentucky and Indiana Milk Producers' Organization, 
in 1916. We had quite a lot of trouble with our distributors in Louisville. 
We organized a strike and kept all of the milk out of the city for 10 days. 
We finally had a hearing from the distributors and had a Bargaining Com- 
mittee to meet with these distributors and set the price and finally the 
dairymen lost enthusiasm, lost interest, and we lost our prestige. So a 
few of us got together and organized a co-operative capital stock company 
to go into the distributing game ourselves. Last spring we started selling 
stock, $50.00 per share. We sold any producer, no matter how many cows 
he had, any number of shares he would buy. We found out we did not 
raise enough capital, so we assessed each dairyman about the first of the 
year, or along in December, $20.00 per cow, to enable us to increase our 
capital to where we would have working capital. The tenth day of January 
we started in the distributing game. Today we are receiving about 5,000 
gallons of milk a day. We are distributing whole milk, bottle milk, prin- 
cipally wholesale, making some butter, selling cream to the cream manu- 
facturers. We had a hard fight when we started in business. We called 
all the milk from our 700 stockholders, about half of them responded. The 
other half went on shipping to the independent distributors, supplying 
them with sufficient quantities to kind of get by. He went further. He 
went to Indianapolis. I have understood they also came to Chicago and 
got milk to supply the trade. It was of such inferior quality by being so 
aged that the trade in Louisville kicked on it. We had had opposition in 
financial ways as well. The directors of a lot of the banks in Louisville, 
of which we sought aid, were either stockholders or in sympathy with the 
individual distributors. We went to several of these banks and tried to 
secure a loan. They all turned us down until finally we went to one where 
part of the board was in a potato exchange near Louisville, a co-operative 
proposition now known all over the United States as the St. Mathews 
Produce Exchange of Kentucky. Through the assistance of this member 
of the board we were able to get what we wanted, and we have been put 
in a pretty fair condition by securing the aid of this bank. We have now 
confronting us an extension, of building our plants, by buying more equip- 
ment, so we can take care of our entire output of our 700 stockholders. 
We expect by July to be able to take care of the entire output of the 
stockholders of our corporation, and in the meantime expect to increase 
bur membership to 1,000 members, which will be practically the entire 
number of producers in our territory. Now if we can do that we can get j 
control of the price of milk, which the farmers should have. If it has 
been so in every territory as it has in ours, he has not received enough 
for his product and that is what we are striving for, to get a legitimate 
price for our milk, cream and butter. Thank you. 

Chairman Coverdale: Mr. Campbell, we have been waiting for some 
little time, in fact a day and a half or nearly two days, for that speech 
of yours on "The Effect of Unorganized Territory on Co-operative Milk 
Marketing." We would like to have it at this time. 
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UNORGANIZED TERRITORY 
By Milo D. Campbell 

We have had presented a splendid survey of dairy marketing condi- 
tions surroundmg the larger and many of the smaller cities of the country. 

The different plans that have been outlined to us, have been the result 
of experience, much of it costly. Our progress has not been without mis- 
takes, and no plan is yet perfect. Almost every section of the country is 
contronted by a differing problem from others and requiring a different 
solution. 

We have used the best talent of the country in making our plans We 
have drawn from our colleges, from departments of agriculture, from 
the experience of other countries, all have been freely consulted. 

In speaking of the National Milk Producers' Federation, an organiza- 
tion but four years old, we do so with just pride in its accomplishments 
First, in our upstanding and tried Americanism, we were denied almost 
every right and privilege accorded other industries. Second, in what we 
have saved to producers and consumers through our organized efforts 

There are today, 23,000,000 cows in the United States, 600,000 fewer 
than there were a- year ago. Not 3,000,000 of them are returning a profit 
to their owners. But due to organization and organization alone, the loss 
to the farmer upon his milk and dairy products has been less than upon 
any other product of the farm. 

Our fight for existence has been a fierce one. Beginning at the farm, 
we found the owners of cows worth $100 each with stables and dairy 
equipment worth another hundred dollars per cow, unwilling to invest ten 
dollars per cow in the most important part of the business, that of a market 
for their milk. To save interest on a small added investment they would 
throw away the profits on their entire dairy. 

We found distributors of milk in the city in absolute' control of both 
the buying and selling market, owning thousands of receiving stations 
and fighting the organization of farmers at every point. 

We found cheap city politicians, forming alliances with city distrib- 
utors and advancing their cause together by an assault upon the organi- 
zation of milk producers, as a crime against society, while they fattened 
in purse and politics. They used the yellow press, to berate and inflame 
public sentiment against us. 

They prosecuted and threw us into prison for daring to assemble, talk 
over our common problems and discuss what would be a fair price for 
our milk. But we are here at this hour, standing four square to the world, 
without a blemish upon our record, without a conviction for wrong doing, 
without a single unanswered fharge against us, without an extortionate 
profit made anywhere or by any one of our members. We are selling 
between three and four hundred million dollars worth of milk and milk 
products annually. We have lost no members. We are growing and so 
far as we know, we are at peace with the world. But these are days of 
expanding dreams and widening zones. Upon the six and a half millions 
of farms in the United States, there is nothing so common to all of them 
as the cow and the hen. They are the docile and domestic servants of 
the nation, gathering the vitamines of life for her people and giving them 
to us through perfect formulas known only to the Almighty himself. 

Milk itself is quickly perishable and must be quickly handled. It 
therefore presents problenis that demand special consideration. The many 
uses to which it can be turned ought to increase its value and its price to 

the producer. .„ , . ... 

For every dollar invested by milk producers in organization, in market- 
ing associations during the last four years, they have saved fifty dollars. 
Not in profits, but from losses, they otherwise would have sufficed. 

The National Milk Producers' Federation is not one just for producers 
about cities, but for all milk producers, wherever located. As fast as 
obstacles could be overcome, means obtained, and prudence has warranted, 
we have extended our zones. While our; growth has been slower than 
we would like, we believe that no industrial organization in the country 
has a better or' more durable record of accomplishments, under more trying 
circumstances. „- 



We are not blind, however, to economic truths. We know_ that our 
products within city zones cannot be maintained at living prices with 
organized banditry going on among unorganized milk producers just 
outside. 

Whole milk, butter, cheese, condensed and other milk products are 
in a chain, in which one weak link affects the whole. 

The inflow of 25,000,000 pounds of Danish butter lowers the price of 
1,500,000 pounds of American butter to near the level of the Danish 
butter. 

If a condensery out in Michigan, Wisconsin, or Iowa, can secure milk 
at a cut-throat price, condensed milk from that factory will raise hob with 
the entire market. 

There will always be differentials to measure difference of freight, to 
cover sanitary regulations of cities and other extraordinary requirements 
for whole milk consumption, but the sag holes, the unorganized milk areas 
where farmers take what is given them for their milk, and usually a price 
far below cost of production, these are the fields where all bur markets are 
largely regulated. 

Into just such fields we find private interests taking flight when fol- 
lowed by co-operative efforts of the farmer, and it is such competition that 
drives the average dairyman out of business in five years or less. 

Whole milk, pasteurized, is conveyed into New York from a distance 
of five hundred miles. 

Of the 23,000,000 cows in the United States, 10,000,000 of them are 
within a distance of five hundred miles of the city of Chicago. Not one- 
half the milk from such cows is consumed as whole milk, the balance 
being manufactured into butter, cheese, condensed milk, etc. 

In this territory milk of like test is being sold at from one dollar to 
three dollars per hundred weight, depending almost entirely upon whether 
the farmers have any co-operative defense. Where he has a co-operative 
creamery, cheese factory or other farm controlled way to dispose of it, 
competition follows, and his prices are better. 

Every community without a co-operative dairy plant, with five hundred 
to a thousand cows, could build and pay for one every year from added 
savings which they now donate to others. 

The time will never come when middle men and independent dairy 
manufacturers will not exist. But the time will come when they will learn 
to be good, content themselves with a reasonable profit, deal fairly with 
producers or find their business moved across the street to the coops. 

It is easy to talk in generalities and sometimes dangerous to make 
specific suggestions, but somebody has to Venture. 

What the farmers of the country must aim at, as an ultimate solution 
of their marketing problem is the ownership of marketing facilities, includ- 
ing the manufacture of dairy products. It is apparent, however, that money 
by the hundreds of millions cannot be raised in a day, year, or in ten 
years, from the emancipated pocket books of the dairy farmers of the 
country. 

But in working toward the ultimate solution, there are cheap and effec- 
tive methods that can be employed with much benefit. 

A survey should be made of all unorganized territory, to ascertain 
prices being paid for milk or cream. 

When this survey is completed, an effort should be made to enter the 
areas where lowest prices are being paid to farmers, and organize them into 
marketing associations. 

If sufficient existing competitive markets cannot be found, then arouse;, 
enough self-defense spirit in the community to build there a co-oper- 
ative dairy plant of some kind. 

Would it not be a good thing to fill up these sag holes first.' The 
reason is three-fold. First, the producers in these localities need earliest 
attention. Second, a fair price to these helpless victims would do much 
to restore fair prices generally, and third, the psychological effect would 
be more apparent for organization work, than to begin in localities where 
some degree of competition and better prices. now prevail. 
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The milk producers of the country do not seek monopoly and could 
not form one if they would. But they are becoming militant against the 
determined opposition of certain middle interests, both in and out of 
Congress, that fight every attempt of fairness to do co-operative bargain- 
ing and marketing. 

We do not propose, openly and not in covert, to associate with our 
neighbors, not as rivals, but as friends. We cannot, under the guise of 
great corporations, seize industry by the throat, we cannot close our 
doors and wait for sunny market, but we can employ the freedom of Amer- 
ican citizens in other callings, we can co-operate in marketing the pro- 
ducts of our toil and that is what we are here for. I thank you. 

Mr. Lingenfelter: There is one question I would like to have a little 
thought about, if I can get the attention of the members here for a minute. 
That is this: There has been one question raised by nearly every speaker. 
I am wondering if there is not some solution to be offered for that. That 
is where a community of farmers get together and demand a better price 
for their product, their mills, they are compelled to go upon a strike, and 
immediately sorne other community sends milk into the dealers and beats 
down the organization that has started it. I wonder now if there is not 
some co-operative effort or some suggestion to be brought up here that 
will put a stop to that kind of work. 

To illustrate, in Iowa we are extending our organization to different 
parts of the state so that the men can get a fair price for their product. 
I am going on Friday of this coming week to an adjoining town to put into 
effect a branch of our organization. I feel sure we are going to meet 
trouble just as soon as we get there. How will that come about? The 
men probably will have to go on a strike and the adjoining state over 
across the river and over in another state will immediately ship milk into 
the towns to beat down the men trying to market the product there. Is 
there not some way the problem can be solved, and nearly all the men 
here represent some organization, either a co-operative organization or a 
marketing agency, of some kind. Is there not some way we can work 
that problem out here to put a stop to that very thing? 

Chairman Coverdale: Is there someone here who is prepared to 
answer Mr. Lingenfelter's question? 

Mr. Reed: It is not the milk producers that send the milk down there. 
It is the fellow that he sold the milk to, and until the time comes when 
we shall determine what he shall do with the product he buys from us, I 
think you are at a loss to know with the condition you refer to. If you 
can tell him what he is going to do with the product after he has bought 
it, you can settle the question. Until that time I think you cannot. 

Mr. Hall: May I suggest that I think the fundamental principle of 
a milk strike is wrong, and that I don't think a milk strike will ever get 
us anywhere. In the first place, it puts against us the influence of the 
public and we have got to realize that the public is the largest partner 
in our success. My experience with a niilk flood has been more satisfactory 
than it has with a milk strike, and I think that by studying along these 
lines we will get something more constructive than we will by the milk 

Chairman Coverdale: Is there any other answer to it? If not, will 
the chairman of the Resolutions Committee read his report. 

Mr Larsen: Mr. Chairman: These resolutions are rather retarded, 
are rather a retarded continuation of what has already been read to you. 
(Reads the resolutions printed on page — .) 

ClKurman Coverdale: You have heard the resolutions as read, which 
include t^ose read some time ago. Do you wish to include those we have 
just read? 

Chairman* Coverdale: What will you do with the report of this com- 
mittee? ^ ... 
Mr. McKerrow: Mr. Chairman, I move its adoption. 

Seconded by Mr. Mortensen. ^^^ 



Chairman Coverdale: Are there any remarks? All those in favor 
of the motion as stated will please signify by saying "Aye." 

Carried unanimously. v. 

Chairman Coverdale: Is there anything further to come before this 
body at this time? 

Mr. McKerrow: I remember when the Department of Agriculture was 
established in Washington and our Jerry Rusk of Wisconsin was appointed 
as Commissioner of Agriculture. Some of his friends asked him when 
he returned from Washington what his duty was. He said he was the 
tail end of the Cabinet and his business was to keep the flies oflf the balance. 
Mr. Campbell made a similar remark, and I think we will conclude that 
he has the flies pretty well off the balance. 

Chairman Coverdale: Anyone who has not signed up, we would like 
to have them leave their names and addresses. 

In behalf of the American Farm Bureau Federation, I wish to take 
this opportunity of thanking you people for the hearty co-operation and 
support in making this meeting a success. I want to call your attention 
once more to the attitude that our organization is .taking to all movements. 
We recognize and approve the excellent work now being carried on by 
the various Milk Marketing Organizations and other dairy products asso- 
ciations in the different parts of the United States. The machinery of 
the American Farm Bureau Federation is at the service of the dairy interests 
if you will but guide the way. We are not here to dictate the policy or 
to summarize this meeting. It is yours and we hope that you will work 
out some plans by which we can assist in developing a milk marketing 
plan for unorganized territories and to assist in making the organizations 
already in existence stronger, and in closing I wish to say that that is 
our attitude in regard to all organizations, and we hope that as a result 
of this meeting that when the committee has worked out its details, and 
the plans are developed, that such another meeting as we have held here 
these two days will be called again to talk over and to harmonize those 
plans and then proceed to put them in operation. I thank you kindly. 

Mr. Reed: Mr. President, speaking in behalf of the milk producers of 
this nation, I think at this time we ought to express our appreciation of 
the attitude of the Farm Bureau by giving a rising vote of thanks. 

Rising vote of thanks and applause was given. 

Chairman Coverdale: The meeting will stand adjourned. The National 
Milk Producers will meet over here immediately. 

Meeting adjourned at S o'clock. 



RESOLUTIONS UNANIMOUSLY ADOPTED AT 
NATIONAL DAIRY MARKETING CONFERENCE 

1. 

We recommend that the President of the American Farm Bureau 
Federation be requested to appoint eleven men, repersentative of the dairy 
industry of the United States to be selected with the advice and consent 
of the National Milk Producers' Federation, 

That as spon as possible, this committee shall convene and make such 
reports and recommendations as their findings shall warrant. The chief 
purpose of this committee will be to study the various dairy marketing 
organizations; to provide plans for marketing organizations in the unorgan- 
ized territory; to strengthen the present existing organizations wherever 
possible; to recommend plans for the correlation of the various dairy 
products co-operative marketing activities in a national way, and such other 
matters as the committee may consider of value in the interest of the pro- 
ducers and the consumers. 

2. 

We recommend that the American Farm Bureau Federation be 
requested to appoint a Dairy Marketing Specialist within its co-operative 
marketing department for the purpose of co-operating with this committee 
and in the interest of the marketing of, dairy products generally. 
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3. 
WHEREAS, It would be greatly to the advantage of producers of milk 
to increase in every way possible the consumptive demand for dairy pro- 
ducts; and 

WHEREAS, The American Farm Bureau Federation represents a large 
number of producers and is in a position to secure the co-operation of pro- 
ducers' organizations, of state and county farm bureau federations, of the 
press, and of publicity channels in general; be it therefore 

RESOLVED, That the Department of Information of the American 
Farm Bureau Federation be requested to undertake as soon as possible a 
producers' advertising and publicity campaign. 

4. 
RESOLVED, That as organizations in new fields, together with the 
large investments now being made by farmers' co-operative marketing 
associations, make it imperatively necessary that the Federal Laws be 
clarified so as to clearly permit and authorize co-operative marketing of 
farm products with all incidental powers necessary for efficient operation, 
and that to this end this meeting approves of the Capper- Volstead bill now 
pending in Congress and urges its early enactment into law. 

5. 

RESOLVED, That this convention hereby requests that the Federal 
Congress enact an amendment to the present Bonded Warehouse Act to per- 
mit the inclusion of Dairy and other agricultural products under this act in 
'order to allow a better marketing and financing system for the distribution 
of farm products. 

6. 

WHEREAS, The present rates of freight on agricultural products and 
especially dairy products have been continuously increased for several years ; 
and 

WHEREAS, These increases in transportation costs have borne with 
increasing severity upon the farmers of the United States until the burden 
is now almost unbearable; and 

WHEREAS, The United States Senate has inaugurated an investiga- 
tion into the present level of transportation costs and charges with a view 
to determining how freight rates can and should be reduced; therefore 

BE IT RESOLVED, By the representatives of the American dairy 
interests in this conference assembled that we protest against the present 
rates on agricultural products as unreasonable and unbearable; and 

BE IT FURTHER RESOLVED, That we approve of the present 
investigation by the Senate of the United States into the operation and 
rates of the railroads of the country and earnestly request the Senate Com- 
mittee thoroughly to sift such questions as income, expenses, rates, wages, 
and credit so as to find some comprehensive and adequate solution of the 
railroad problem. 

7. 

WHEREAS, A bill has been introduced into Congress, which provides 
for instructions for the manufacture of butter substitutes out of vegetable 
oils and which further provides for the introduction of these substitutes 
into the dietary of mankind to the best advantage of the vegetable oil 
interests, therefore, 

BE IT RESOLVED, That this conference go on record opposing any 
legislation tending to retard and injure the development and health of 
present and future generations in these United States by allowing the intro- 
duction of so-called substitutes for healthy and essential food products. 

8. 
In recent years, a compound made of condensed skim milk and cocoa- 
nut oil has been placed upon the market. The manufacturers of this product, 
commonly known as filled milk, claim that it provides a market for skim 
milk This claim is not well taken, for instead of providing a market for 
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skim milk it destroys a market for butter fat. In 1920, 7,000,000 pounds of 
cocoanut oil were used in the manufacture of filled milk and as a result 
a market for 7,000,000 pounds of butter fat was destroyed and 8,000,000 
pounds more butter was placed upon the market. In other words, the 
cocoanut cow of the south sea islands replaced 40,000 cows owned by 
American dairymen, and the price paid for skim milk to make this com- 
pound was not equal to what the livestock of the farm would return for it. 

Moreover, this compound is sold as milk and when sold as such is a 
counterfeit. A fraud is perpetrated upon the consumer. It does not con- 
tain the nourishing properties of milk which is the fundamental food of 
this nation and no producer has a right to so imitate it that the consumer 
is likely to be deceived. The dairy industry must be protected from this 
counterfeit and the consumer from deception. 

THEREFORE, BE IT RESOLVED, That legislation be enacted to 
prevent the manufacture and sale of compound of milk, skim milk and vege- 
table oils for human consumption. 

9. 

In the revision of our tariff laws now in process by the Sixty-seventh 
Congress, duties will be levied upon imports, not upon a revenue basis 
alone but with a view to the protection of American industries. Without 
reviewing the apparent deplorable conditions that surround agriculture at 
this time, the farmers of the country respectfully but insistently call the 
attention of Congress to some of the pertinent factors that must be con- 
sidered in such general revision. 

We urge and demand for agriculture treatment that will give to the 
American farmer a protective tariff upon farm products equivalent to the 
tariff upon products of the factory, whether such tariff be levied upon a 
specific or ad valorem basis. 

We recognize that in arriving at a fair measure of. protection, the difFer- 
ence in cost of production between this and foreign competing countries 
must be the primary factor in the process. 

In arriving at the American labor cost of food and other farm products, 
we demand an hourly wage both for the farmer and his help that shall com- 
port with the hourly wage of equally skilled labor in manufacturing and 
other industries. 

We further call attention to an important and differing factor, i. e., 
transportation that must be considered affecting food products from the 
American farm and their relationship to imports of like products from 
foreign countries. 

Our center of production of food products is somewhere in the Mis- 
sissippi Valley, while our center of consumption of food products is in 
the more populous areas of the East, many hundreds of miles away from 
the center of production. 

Ocean rates for food products from competing countries are so much 
lower to our consuming centers, than are the exorbitant and increasing 
freight rates from our own farms to our own consumers, that we urge a 
consideration of this very important condition now menacing the farmers 
of the south, west and middle west. 

Agriculture neither asks or demands any special favors and will tolerate 
no unfair discrimination against it, for the benefit of the other branches 
of industry. 

10. 

RESOLVED, That we voice the appreciation of the milk producers of 
the country and other organizations here represented to the American Farm 
Bureau Federation for calling this meeting, thus inaugurating a movement 
for the more extensive and intensive organizations of the dairy farmers in 
the co-operative marketing associations. 
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